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Editorial Comment - 
THE FUTURE OF NATIONAL BANKING 


for legislation authorizing branches 

of national banks, many arguments 
and some facts were marshaled to show 
that the National Banking System was 
threatened with destruction unless the 
national banks were placed on a sub- 
stantial parity with state banks in re- 
spect to the right to have branches. This 
scare was successful, and branch banking 
was authorized by the McFadden Act. 
The measure appears to have had some 
of the expected effect in keeping na- 
tional banks from going over into the 
state systems, although the movement in 
that direction is still of a character to 
give concern to those who are jealous of 
the preservation of the National Bank- 
ing System, as witness the recent merger 
in Chicago resulting in the transfer of 
one of the largest banks in the country 
from the national to the state system. 
Recent years have seen similar important 
changes in the New York banks. 

The national banks have never been 
numerically equal to the state banks, nor 
are their resources as large. But, con- 
sidering the difference in numbers, the 
resources of the former have been com: 
paratively greater. Prior to the growth 
of trust companies, it might fairly be 
said that the big banks of the country 
were mostly those having national 
charters. 

The National Banking System was a 
Civil War baby, now grown to large 
proportions. Is its vigor to be main- 
tained, or is it approaching senile decay? 
This is an interesting question, and in 
considering it one must not fail to draw 
a distinction between the members of 
the National Banking System and the 
system itself. The fact that a bank goes 
out of the national system into that of 
the state where it may be located does 


[' order properly to set the stage 


not indicate that the bank is less vigor- 
ous than formerly. In other words, we 
may witness a great reduction in the 
number of national banks without any 
corresponding loss of the aggregate of 
banks in the country. The national 
banks survive as state institutions. 
There have been two legislative in- 
fluences affecting the national banks in 
recent years, the one enlarging their 
powers and the other reducing them. 
The Federal Reserve Act conferred sav- 
ings and trust company functions upon 
the national banks and authorized these 
institutions to make certain real estate 
loans. The McFadden Act authorized 
limited branch banking by national 
banks and also enlarged their powers of 
making investments. On the other hand, 
while Congress has grudgingly added to 
the powers of the national banks, it has 
gone much further in curtailing the 
operations of these institutions. The 
Federal Reserve Act deprived the na- 
tional banks of some of the chief func- 
tions which distinguished them from 
state banks, and thus took away their 
incentive for remaining under a Federal 
charter. For example, prior to the en- 
actment of the Federal Reserve Act, all 
national banks in reserve and central 
reserve cities were authorized to carry 
a portion of the reserves of other na- 
tional banks—an important function of 
which they were deprived by the Fed- 
eral Reserve Act. This act also took 
away a large part of the revenue and 
business of the national banks in mak- 
ing check collections. It was further 
the intention of the Federal Reserve Act 
to deprive the national banks of their 
note-issuing privilege, an intention not 
yet carried out. The importance of the 
national banks as depositaries and fiscal 
agents of the Government has also been 
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greatly lessened by the Federal Reserve 
Act. 

In pointing out the effect of these 
influences upon the national banks, re- 
sulting from legislative acts, the matter 
may be considered solely from the stand- 
point of its effects upon the banks them- 
selves. It must be remembered that in 
depriving the banks of the functions 
mentioned some compensation was af- 
forded them, such as the rediscounting 
facilities, cheaper and speedier collec- 
tions, etc. The real question is as to 
whether these compensations are sufh- 
cient to hold the national banks in the 
system. Apparently, in the case of 
several large banks, they are not so 
regarded. 

Should the present tendency among 
the big banks of the country to leave 
the national system continue, it may 
become necessary in order to preserve 
the National Banking System for Con- 
gress to restore to the national banks 
some of the functions of which they 
were despoiled by the Federal Reserve 
Act. 


The centralization of all the legal 
reserves in the twelve Federal Reserve 
banks, perhaps justified as a war measure, 
is no longer necessary. Banking reserves 
should gravitate to the respective com- 


mercial and financial centers of the 
country. By arbitrarily concentrating 
them in a few favored localities, the 
natural flow of credit has been diverted 
away from customary channels, and the 
Federal Reserve banks have been given 
a volume of funds greater than they are 
able to put to wise uses. 


GOVERNOR YOUNG ON FED- 
ERAL RESERVE POLICIES 


UCH attention has been given 
M to some recent statements of 
Roy A. Young, governor of 
the Federal Reserve Board, regarding 
Federal Reserve policies. Speaking be- 
fore the convention of the Indiana 


Bankers Association, Governor Young 
said: 


‘Many people in America seem to be 
more concerned about the present situ- 
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ation than the Federal Reserve System 
is. If unsound practices have developed, 
these practices will in time correct them- 
selves, and if some of the over-indulgent 
get ‘burnt’ during the period of cor. 
rection they will have to shoulder the 
blame themselves and not attempt to 
shift it to some one else.” 


This statement has been construed as 
meaning that if those engaged in stock 
speculation, under present conditions, 
meet with subsequent losses, they must 
blame themselves and not the Federal 
Reserve Board. There are those whe 
hold that the Federal Reserve Board 
might have exercised greater control 
over credit expansion and thus have pre: 
vented speculation from having reached 
its. present proportions. But it is clear 
that the speculators might have taken 
warning from the high rate for money 
and the continued rise in stocks despite 
the warning this danger signal plainly 
revealed. 

Discussing the credit outlook, Gov- 
ernor Young went on to say: 


“Dissatisfaction is expressed because 
the Federal Reserve System refrains 
from prediction and cannot always an- 
ticipate. I have stated to you that con- 
ditions, to a large extent, bring about 
Federal Reserve policies rather than that 
Federal Reserve policies bring about 
conditions. That is just the position of 
the system at the moment.” 


There is one sentence in this state’ 
ment that is worth repeating. It is this: 


“T have stated to you that conditions 
to a large extent bring about Federal 
Reserve policies rather than that Federal 
Reserve policies bring about conditions.” 


This is a flat contradiction of the 
theory of a managed credit, now s0 
popular in many quarters, and repre’ 
sented by the Strong Stabilization bill 
pending in Congress. The same theory 
is thus set forth in an address on central 
banks, made some time ago by Sir Ernest 
Harvey, the comptroller of the Bank of 
England. This address, which was made 
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before the Victorian Branch of the Eco- 
nomic Society of Australia, has been 
published in pamphlet form recently in 
England. In speaking of the functions 
of central banks, Sir Ernest Harvey said: 


“It should be the aim of monetary 
policy to maintain the stability of the 
purchasing power of the national mone- 
tary unit as measured internally by the 
general level of commodity prices and 
by the relation of the unit to gold. To 
secure this aim the central bank should 
be able to regulate the volume of cur’ 
rency and credit in such a manner as to 
ensure that it will at all times be ade- 
quate to meet the legitimate demands of 
the community, allowance being made, 
of course, for variations in the volume 
of trade and production, and that it will 
-at no time become to any material extent 
either deficient or redundant.” 


Long ago James A. Garfield declared: 
“There never did exist a body of men 
wise enough to regulate the credit and 


currency of a great country.” Evident- 
ly, Governor Young takes this view, and 
Sir Ernest Harvey thinks differently. It 
is an important divergence of opinion, 
likely to be of great practical interest to 
the people of this country for some time 
to come. 

As the Federal Reserve System is 
closely linked to the Government by 
reason of the fact that the Secretary of 
the Treasury and the Comptroller of 
the Currency are ex-officio members of 
the Federal Reserve Board, the other 
members also being ‘appointed by the 
President, it is natural for those who 
look to the Government to regulate the 
volume of currency and credit to expect 
that the Federal. Reserve Board will 
undertake the exercise of this function. 
Should this expectation be realized, we 
should undoubtedly witness a great deal 
of harmful intervention by the Federal 
Reserve Board designed to bring about 
conditions—rather than the opposite 
policy which Governor Young states is 
now followed to a large extent; that is, 
to allow conditions to bring about Fed- 
eral Reserve policies. 
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The attempt to regulate currency and 
credit by a board at Washington is an 
arbitrary and artificial interference with 
the natural demand for credit at the 
banks of the country, made by those 
who can effectively use credit. Regula- 
tion of its volume—to the extent that it 
can be regulated—is properly applicable 
at the point of origin, and with the sole 
purpose of testing its soundness. When 
called on to rediscount, the Federal Re- 
serve banks, in fixing a rate, must have 
regard to their reserves. Nor need they 
be indifferent to general credit condi- 
tions. But taking note of these condi- 
tions, and acting in accordance with 
them, is quite a different thing from 
seeking to bring them about. 

Governor Young, in giving his con- 
struction of the proper functions of the 
Federal Reserve System in its relation 
to credit, has performed a notable public 
service. 

The movement to have the Federal 
Reserve banks regulate the volume of 
credit is one charged with dangerous 
possibilities. Its further development 
should be carefully watched. 


PROPOSED INTERNATIONAL 
BANKERS ASSOCIATION 


Tor. proposal for the organization 


of an International Bankers Asso- 

ciation, made in the annual address 
of President Preston at the convention 
of the American Bankers Association, 
is deserving of careful consideration. 
Financial and commercial relations be- 
tween the principal countries of the 
world are now so close, and there are so 
many problems of common interest, that 
it.is highly desirable that a better under- 
standing of these problems should be 
had. No doubt this end would be 
fostered by the formation of an Inter- 
national Bankers Association as sug- 
gested by Mr. Preston. 

Rivalries in trade and finance carried 
on in a spirit of hostility and pushed 
to extreme limits have done much to 
keep alive that enmity between nations 
which has been the source of so much 
mischief in the past. Without claiming 
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that there are identical interests between 
all the countries of the world, or that 
international co-operation can be uni 
versally applied, it must be evident that 
there are many matters of mutual con: 
cern to the great trading nations, and 
that wherever practicable it is better to 
work together than to pull apart. Very 
likely the problems susceptible of co 
operative handling are more numerous 
than commonly supposed, and the num- 
ber will be increased in the light of 
further experience. 

A good example of the practical re- 
sults that might be looked for from the 
organization and proper functioning of 
an International Bankers Association is 
afforded by the history of the Inter- 
national Chamber of Commerce, whose 
biennial meetings are events of marked 
interest throughout the world. 

As Mr. Preston suggested, the Inter- 
national Bankers Association should 
properly be a delegate organization. 
This would be desirable in order to pre- 
vent the bankers from any one country 


obtaining an undue share in the manage- 


ment. In the United States delegates 
might be chosen on the recommendation 
of the existing bankers’ associations, 
though in other countries where such 
associations are lacking a _ different 
method of choice would have to be 
employed. 

It is hoped that the proposal made by 
Mr. Preston will receive that considera- 
tion which its importance deserves. 


END OF THE CAMPAIGN 


OW that the Presidential cam- 
N paign is over, some of its features 

may be viewed more dispassion- 
ately than was possible while the contest 
was at its height. 

It must be admitted that the cam- 
paign has not been conducted on a very 
high level by either party, and that it 
has been marked by a good deal of in- 
sincerity on both sides. Take the pro- 
hibition question for a first example. 
The Republicans got a lot of dry support 
to which they were not fairly entitled, 
and the Democrats got many wet votes 
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to which they had no rightful claim. 
There was, true enough, a difference in 
the positions of Mr. Hoover and Mr. 
Smith on this question; but the election 
of either could give no promise of any 
change in policy respecting prohibition 
in the discernible future. The fact is 
that while ultimately the success or 
failure of prohibition is a matter that 
must be faced and become a political 
issue, that time has not yet arrived. Of 
the truth of this statement no further 
proof is needed than the substantial 
identity of the Republican and Demo 
cratic platform planks relating to pro- 
hibition. Mr. Hoover and Governor 
Smith may have differed on this ques 
tion, as undoubtedly they did; but their 
personal divergence of opinion on this 
subject was not reflected in the party 
platforms. It cannot be truthfully said 
that one party is “wet” and the other 
“dry.” The Democratic South is “dry,” 
and so is the Republican West, generally 
speaking. In the larger cities of the 
country opinion is greatly divided. 

There was much talk in the campaign 
about “religion;” not in the accurate 
sense of that word as representing the 
practice of the square deal in relation 
with our fellow man, but as represent- 
ing a supposed conflict between Catholics 
and Protestants. That there could really 
be ne such issue in an American Presi- 
dential campaign is a fact sufficiently 
established by that provision of the 
Constitution which declares that Con- 
gress shall make no law respecting the 
establishment of religion or preventing 
the free exercise thereof. 

Then there was the coddling of Labor 
and the Farmer, with scant regard to the 
welfare of any one else. The wages of 
labor and the prices of farm products 
are to be artificially kept up by Govern: 
ment intervention, whoever else may 
suffer in the process. Democrats and 
Republicans tried to outbid one another 
in their schemes for using the public 
funds for the benefit of this or that 
group. It was clear before the verdict 
of the voters was known that whichever 
party was victorious we are to see a 
further extension of paternalism. That 
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habit of looking to Washington for re- 
lief, which so many economists and 
statesmen have decried, receives a fresh 
stimulus from the panaceas held out by 
both Presidential candidates. 

Heretofore the protective tariff has 
been in the sacred custody of the Re- 
publicans; now the Democrats join them 
in this holy office, so that any hope that 
the tariff would be revised to suit the 
changed international situation of the 
United States disapppears. 

The Presidential campaign of 1928 
passes into history as an example of 
what subterfuges may be invoked by the 
politician to deceive the electorate and 
to gain votes. 


DEFLATION OF “AGRICULTUR- 
AL” BANKS 


HARGES have been made that 

the national bank examiners are 

responsible for a policy of de- 
flation by banks located in the farming 
sections of the country. It is claimed 
that these examiners have gone to the 
banks in some of those sections and 
insisted on a rapid cleaning up of slow 
loans, thus forcing the banks to deflate 
and to invest the funds so released in 
outside commercial paper and bonds, or 
to place the money at call in New York. 

Considering the rather disquieting 
rate of bank failures in the farming 
sections of the country in recent years, 
one can well understand why the bank 
examiners should feel it necessary to 
insist that the banks in these sections 
should put their assets in more liquid 
shape. Unless this is done, and the rate 
of bank failures continues as high as for 
some time past, banking will tend to 
become discredited to an extent that can 
only be regarded as unfortunate. In 
taking the course attributed to them 
the bank examiners are acting in a way 
to insure the greater solvency of the 
banks and to lessen the hardships which 
failures entail. 

It might be said that it is not the bank 
examiners who are to blame in this 
instance but the banks that have per- 
mitted themselves to get into an un- 


liquid position. But the depression in 
agriculture has made it difficult for the 
banks in the farming sections to act 
according to this counsel of perfection. 
The business of an independent unit 
bank, owned and operated by the people 
of the community where it is located, is 
to use its credit for the industry of that 
community. Where farming is the pre- 
dominant industry, as is often the case, 
banks must lend principally to farmers. 
The branch of a city bank might act 
otherwise, rapidly contracting its local 
loans as farming showed lessening profits 
and sending the released funds back to 
the parent bank to be used for loans of 
another character. 

Essentially the charge under con- 
sideration gets back to the diversion of 
funds from the agricultural sections to 
the financial centers. It would be an 
interesting study in this connection to 
examine the effects of the concentration 
of bank reserves in the Federal Reserve 
banks. All legal national bank reserves 
are now lodged in the twelve Federal 
Reserve banks. The cities where these 
banks are located are not in every case 
the commercial or financial centers of 
the respective sections. Moreover, the 
banks of many important centers have 
had not only their own legal reserves 
but those of other banks they were 
formerly permitted to hold taken away 
from them. Probably a considerable 
portion of these reserves could be better 
utilized by the bankers familiar with 
local needs than they can be by a board 
of political appointees at Washington or 
by the officials of the twelve Federal 
Reserve banks. 


LONDON AND NEW YORK AS 
FINANCIAL CENTERS 


HE high rates for call money pre- 
vailing in New York for some 
time, owing to the constant large 
demands for funds for stock speculation, 
have had an effect in limiting the activ: 
ities of this country in absorbing foreign 
loans. This fact has not failed to attract 
attention in London. In a recent issue 
of The Statist, after referring to the 
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influences which in recent years have 
restricted the international financial 
transactions at that center, it is said: 


“The position however has been re- 
versed. London’s machinery for inter- 
national financing is intact, while her 
principal competitors have been unable 
to create a money market organism in 
any way comparable with that which 
we possess. Amsterdam has naturally 
proved a narrow market. The volume 
of business which it can transact is 
subject to very strict limitations. In 
New York recent events have revealed 
a serious lack of effective controlling 
machinery. The Federal Reserve System 
in its attempts at credit management has 
been shown to be a somewhat crude 
organism, still tentative and empirical in 
its procedure. The New York money 


market has been penalized in all its 
branches by the abnormal level to which 
rediscount and call loan rates have been 
pushed in order to battle against an un- 
healthy growth of stock speculation. As 


a result of extravagantly high money 
rates that now obtain in New York, 
London is once again coming into its 
own as the pre-eminent international 
financial center. The American Ac’ 
ceptance Council has declared that ac- 
ceptance business was leaving New York 
for cheaper centers. The London clear- 
ing banks’ statements indicate a steady 
growth in the volume of acceptance 
credits granted by those institutions dur- 
ing the current year. The amount of 
acceptances outstanding during August 
was more than twice the average for the 
corresponding month of last year. Not 
only in short term, but in long term 
financing, London is regaining its as- 
cendancy. In July, the volume of over- 
seas issues in London actually exceeded 
the volume of foreign loans placed in 
New York. Given the present level of 
money rates in the States, the market 
for new foreign bond issues is con- 
sidered to be virtually closed, whereas 
negotiations are proceeding for a num- 
ber of important loans to be floated in 
London during the remaining months of 
the year. 
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“It now remains to be seen whether 
London can grasp and hold the opportu: 
nity which is being given to it, of vindi- 
cating its financial independence. It will 
do so, if the critical months ahead can 
be navigated without an increase in 
the bank rate. The prospects certainly 
appear promising. The latest bank re- 
turn shows a bullion holding of over 
£176,000,000, a reserve in the banking 
department of nearly £62,000,000—this 
constituting a high record in the history 
of the bank—and a reserve ratio of 55.1 
per cent. Sterling-dollar exchange, it 
is true, hovers in the neighborhood of 
gold export point, but the bank could 
without any danger to the position at 
home fill the breach in our international 
balance of payments over the next few 
months by selling £25,000,000 or even 
more of its gold reserve. A particularly 
significant fact is that in spite of abnor- 
mally high money rates in the United 
States, dollar prices still appear to be 
trending upward while sterling prices 
continue their downward course. These 
contrary movements will naturally en- 
hance the inherent value of sterling, and 
should facilitate and hasten the recovery 
of our exchange after the seasonal pres 
sure to which it is now subjected has 
passed. London thus appears to be on 
the point of making the most effective 
possible refutation of the many allega- 
tions that have been made regarding its 
supposed subservience to New York. If 
we can succeed in resisting the pressure 
of the next three months without in- 
creasing the bank rate, all the sting will 
have gone out of the taunt that by re- 
verting to the gold standard we have 
merely hitched ha wagon of our mone: 
tary system to the star of the Federal 
Reserve Board policy.” 


Instead of showing gratitude for the 
action of the New York Federal Reserve 
Bank in keeping down the rate of re 
discount in deference to the position of 
London, the Federal Reserve System 1s 
held up as “a somewhat crude organism, 
still tentative and empirical in its pro 
cedure.” 

(Continued on page 733) 










PRACTICAL APPLICATION OF EXCISE 
TAXATION TO BANKS 


By MarTIN SAXE 


The following article shows how interested states can solve their bank tax problems 
under the recent amendments to Section 5219 of the United States Revised Statutes 


and thus obviate the demand for unnecessary and harmful legislation, inviting gross 


discriminatory state taxation against the banking business. 


The author was one of 


the draftsmen of the New York Bank Income Tax Law and has had wide experience 


in tax law administration and practice. 


As counsel in Peo. ex rel. Hanover National 


Bank v. Goldfogle, et al., and other important bank tax suits, he represented the lead- 
ing national and state banks in New York and also acted for them as counsel in bank 
tax legislation. 


based on actual experience, that the 

ad valorem general property tax ut- 
terly fails in its application to intangi- 
bles. Because of the impossibility of its 
successful application to intangibles, it 
has either been abandoned or has be- 
come practically a dead letter and as a 
result the great bulk of those intangi- 
bles in the form of “other moneyed 
capital coming into competition with 
the business of national banks” has 
been consequently favored in taxation, 
whereas bank shares, because of their 
ready discoverability, are in fact dis- 
criminated against. Hence, the protec- 
tion afforded by Section 5219 of the 
United States Revised Statutes (which 
permits the state taxation of national 
banks) with respect to national bank 
shares has been properly invoked and 
the courts have not hesitated to declare 
national bank taxes void as unconstitu- 
tional in such circumstances. 

It is desirable that states may impose 
valid taxes on national banks, upon an 
equitable basis. Congress has met the 
situation by twice amending Section 
5219 in the last five years, so as to per- 
mit bank taxation by modern methods, 
but without departing from the under- 
lying purpose of the section, which is 
to render it impossible for any state to 
discriminate against national banks. 

The present movement by various 
taxing officials to secure further amend- 


ie is a matter of common knowledge, 





ment of Section 5219 is based solely on 
a desire to secure more revenue from 
banks than from competing capital and 
would destroy the long established 
principle of protection to national banks 
against excessive taxation. 

During the meeting of the 1928 Na- 
tional Tax Conference at Seattle in 
August, the organization of states for 
the amendment of Section 5219 adopted’ “ 
a constitution under which that or- 
ganization is officially designated as the 
“Association of States on Bank Taxa- 
tion.” The Minnesota Interim Tax 
Commission, of which State Senator 
George H. Sullivan of Minnesota is 
chairman, claims that some twenty- 
two states are actively enlisted in the 
avowed support of the program to 
secure from Congress an amendment 
to Section 5219 that will in effect per- 
mit the states to tax national banks 
more heavily than other businesses and 
other intangible property of the same 
class in which banks employ their funds. 

It was at the instance of the Minne- 
sota Interim Tax Commission that the 
Norbeck-Goodwin bill (S. 4486; H. R. 
14,001) was introduced in Congress in 
May, 1928, after the hearings on prior 
Norbeck-Goodwin bills (S. 1573; H. R. 
8727) providing for the classification of 
national bank shares with state bank- 
shares and moneyed capital used or em- 
ployed in the business of banking, with- 
out any further limitation on the rate 
of taxation. 


yb be 


716 


The last Norbeck-Goodwin bill pro- 
vides that states may tax national bank 
shares at the same rate as is “assessed 
within the taxing district of the bank's 
location upon real estate used for mer- 
cantile or like business purposes” but 
not at a higher rate than is assessed 
within such district upon shares of cor- 
porations engaged in receiving deposits 
subject to check or upon capital of 
individuals likewise engaged. In effect, 
this measure classifies the strictly deposit 
banking business with mercantile real 
estate for tax purposes. In practice this 
would mean the assessment of bank 
shares at market value and taxation at 
the local real estate tax rate. 

In answering an appeal for support 
of that measure, Tax Commissioner 


Mark Graves of New York made the 
following reply: 


Take, for instance, the amendment which 
your commission is now proposing. Before 
I could conscientiously enlist to support it, 
I should have to be convinced on a few 
points. Speaking academically, it may be 
all right to say that all property should 
pay taxes at the same rate. But every 
experienced tax man knows that as a practi- 
cal matter, intangible personal property can- 
not be successfully taxed at the general 
property rate. It is too readily concealed 
or easily moved to lend itself to that kind 
of tax treatment. It is true that the value 
of shares of bank stock could be ascertained 
and that they could be taxed at the same rate 
as real property, but that would not make it 
the right thing to do. Just why you should 
single out that class of intangibles represented 
by shares of bank stock to tax at the general 
property rate and leave all other intangibles 
taxable at some lower rate is not at all clear. 
If you invested $1000 in bank shares and I 
invested $1000 in stock of a railroad or a 
business corporation, why should you be 
taxed more highly than I? 

* + @ 


I feel this way—-business is national in its 
scope. That applies to banking as well as 
other kinds of business. Artificial state 
boundary lines are no longer recognized by 
business. I believe the time has come when 
it is generally recognized that the soundest, 
best and fairest tax laws and the ones which 
will promote the interests of society best are 
those which discriminate neither in favor of 
nor against any particular line of business. 
I believe the sound-thinking men in all 
political parties, in all businesses and in all 
sections of this country, are convinced this 
is so. 
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Commissioner Graves is one of the 
foremost authorities on tax administra- 
tion and has been very instrumental in 
directing others concerned in taxation to 
think along sound economic lines. 


THE BANK TAX LITIGATION EPIDEMIC 


The bank tax litigation epidemic has 
broken out in those states which have 
discarded the general property tax on 
intangibles and some of them now seek 
unnecessary and harmful legislation. In 
developing their systems to meet modern 
conditions those states which adopted 
low rate taxes on intangibles or income 
taxes with the exemption of intangibles 
from ad valorem taxation, but continued 
the old ad valorem tax on bank shares 
at the local general property tax rates, 
have been forced to realize by court 
decisions that they had violated Section 
5219, with respect to their national bank 
stock taxes. 

Down to 1923, Section 5219 limited 
the states, in the taxation of national 
bank shares, to no greater rate than that 
assessed upon other moneyed capital in 
the hands of individual citizens of the 
state. To meet the changed situations 
in the low-rate intangible tax and in- 
come tax states, Congress in 1923 and 
in 1926 broadened the provisions of 
Section 5219 so as to provide exclusive 
alternative methods instead of the taxa- 
tion of the shares, by permitting the 
inclusion of dividends in taxable income, 
or permitting the taxation of the bank- 
ing associations themselves, on their net 
income, or permitting them to be taxed 
“according to or measured by their net 
income.” In the case of the last alterna: 
tive it was provided, by the 1926 amend: 
ment, that 


in case of a tax on or according to or 
measured by the net income of an association, 
the taxing state may, except in a case of a 
tax on net income, include the entire net 
income received from all sources, but the 
rate shall not be higher than the rate as 
sessed upon other financial corporations nor 
higher than the highest of the rates assessed 
by the taxing state upon mercantile, manu’ 
facturing, and business corporations doing 
business within its limits. 
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The granting of the alternative pro- 
vision for the taxation of national 
banking associations “according to or 
measured by” their net income was in 
effect an authorization for the imposi- 
tion of an excise tax upon them 

In 26 Ruling Case Law, page 34, the 
meaning of excise taxation is described 
as follows: 


Excises, in their original sense, were some- 
thing cut off from the price paid on a sale 
of goods, as a contribution to the support 
of government. The word has however 
come to have a broader meaning and includes 
every form of taxation which is not a burden 
laid directly upon persons or property; in 
other words, excise includes every form of 
charge imposed by public authority for the 
purpose of raising revenue upon the per- 
formance of an act, the enjoyment of a 
privilege, or the engaging in an occupation. 


In Flint v. Stone Tracy Co., (220 
U. S. 107, page 145) where the United 
States Supreme Court dealt with the 
corporation tax imposed by Congress 
under the Tariff Act of 1909, and hold- 
ing that it was an excise tax, it was said: 


It is therefore apparent, giving all the 
words of the statute effect, that the tax is 
imposed not upon the franchises of the cor- 
poration irrespective of their use in business, 
nor upon the property of the corporation, 
but upon the doings of corporate or insurance 
business and with respect to the carrying on 
thereof... . 


APPLICABILITY OF EXCISE TAXATION 


As stated, the 1923 and 1926 amend- 
ments to Section 5219 were effectively 
designed to accommodate those states 
which had discarded the ad valorem 
taxation of intangibles under the general 
property tax in favor of classification of 
intangibles at low rates or income taxa- 
tion. 

Wisconsin has adopted the net income 
tax alternative for bank taxation, as pro- 
vided by the 1923 amendment. Massa- 
chusetts and New York, are the only 
states thus far which have taken advan- 
tage of the bank excise tax alternative 
permitted by the 1926 amendment. 

It does not seem to be generally under- 
stood that the excise tax method can be 
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adopted without in any way interfering 
with the low rate classified intangible 
tax or any other method of taxation. 
The reason for this is that the 1926 
amendment materially affected the 1923 
amendment with respect to the com- 
parative tax limitation. 

The pertinent 1923 amendment was 
as follows: 


(c) In case of a tax on the net income of 
an association, the rate shall not be higher 
than the rate assessed upon other financial 
corporations nor higher than the highest of 
the rates assessed by the taxing state upon 
the net income of mercantile, manufacturing 
and business corporations doing business 
within its limits. 


Clearly the 1923 amendment, as above 
indicated, required a similar tax upon 
financial, mercantile, manufacturing 
and business corporations. As _ the 
attorney-general of Massachusetts said 
in his official opinion on the 1923 Mas- 
sachusetts Act, passed after the fore- 
going amendment: 


Rev. Stats., § 5219, requires that the 
burden upon national banks of any tax as- 
sessed must not be greater than the burden 
upon “other financial corporations” of a 
similar tax imposed upon them nor greater 
than the burden of the highest similar tax 
imposed upon mercantile, manufacturing and 
business corporations doing business within 
the Commonwealth. 


But the 1926 amendment radically 


changed that provision. 
ment reads as follows: 


That amend- 


(c) In case of a tax on or according to 
or measured by net income of an association, 
the taxing State may, except in case of a tax 
on net income, include the entire net income 
received from all sources, but the rate shall 
be not higher than the rate assessed upon 
other financial corporations nor higher than 
the highest of the rates assessed by the tax- 
ing State upon ( ) mercantile, manu- 
facturing, and business corporations doing 
business within its limits. 


It is to be noted that there was elimi: 
nated from the 1926 amendment, be~ 
tween the word upon and the word 
mercantile the phrase the net income of. 

Hence, Congress thus plainly indi- 
cated that it was not necessary to use a 
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similar tax upon financial, mercantile, 
manufacturing and business corporations 
in the application of a state excise tax 
on national banking associations “accord- 
ing to or measured by’ their net income. 

Indeed, the simple solution of the 
bank tax muddle, in those states where 
it exists, is the excise tax. This has been 
made quite clear from the testimony of 
Philip Nichols, counsel for the Massa- 
chusetts banks, at the hearing on the 
Goodwin bill before the House Commit- 
tee on Banking and Currency, on May 
11, 1928. Mr. Nichols said: 


The gasoline tax is a typical excise tax, 
and all of these states have found no diffi- 
culty in enforcing a gasoline excise tax. 

Then a good many of the states, a grow’ 
ing number, are imposing excise taxes on 
the sale of cigarettes, so that an excise tax, 
though perhaps not by that name, is known 
throughout the country and exists through- 
out the country and encounters no funda- 
mental constitutional objections. 

Now, gentlemen have suggested that even 
if an excise tax measured by capital value 
is valid, an excise tax measured by income is 
nothing more than an income tax, and they 
say that they cannot enact an income tax in 
their states with their existing constitutions, 
which is undoubtedly true; but an excise tax 
measured by income and an income tax are 
in the eyes of the law, something entirely 
different. 

x * * 

There is an excellent example of that 
distinction, in the eyes of the law, which 
those of you whose memories run back for 
twenty years must be familiar with. You 
know that after the Supreme Court of the 
United States had held that the United 
States had no power to levy a tax on in- 
comes unless it was apportioned according 
to population, which was, of course, out of 
the question, that an ordinary income tax 
was unconstitutional and beyond the powers 
of Congress, in 1909 Congress enacted an 
excise tax on corporations measured by in- 
come, and the Supreme Court of the United 
States, in the Flint case, held that that dis- 
tinction was a real one and that an excise 
tax measured by income was constitutional 
when enacted by Congress, whereas an in: 
come tax as such would not have been. 

And so, I say, on the strength of that 
decision, that in those states which claim 
that they cannot impose a tax on income, 
they still have the right to impose an excise 
tax on corporations measured by income. 

But what good does that do us, they say, 
when the tax on our manufacturing and 
mercantile corporations is not measured by 
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income? The answer is plain. There is 
nothing in the act of Congress, as it stood 
after 1926, and which allows the rate of tax 
assessed on manufacturing and mercantile 
corporations to constitute the limit of the 
excise tax measured by income assessed on 
banking corporations, which requires or im 
plies a requirement that the state shall im- 
pose on corporations an excise tax measured 
by income or even an excise tax at all. All 
it provides is that the rate of income tax 
assessed on national banks shall not be 
greater than the tax—not the income tax 
nor the excise tax, but not greater than the 
tax —assessed on merchantile and manufactur- 
ing corporations, and what that means, as | 
understand it, is that the tax on the income 
of banks shall not be greater than the pro- 
portion of income which manufacturing and 
mercantile corporations taken as a whole pay 
in taxes to the state and its political sub- 
divisions, and il, as was stated by the gentle: 
men from Wisconsin yesterday, the manu- 
facturing and mercantile corporations of that 
state pay a tax each year equivalent to 20 
per cent. of their income, and if we should 
deduct from that total real estate, because 
the real estate of corporations, like the real 
estate of banks, is separately taxed, and as: 
sume that the tax on real estate amounted to 
5 per cent. of their income, that leaves them 
paying a tax on their other property, tan- 
gible and intangible, at the rate of 15 per 
cent. of their income, and there is nothing 
to prevent the State of Wisconsin from pass: 
ing an excise tax on national banks, a tax 
on the engaging in business by a _ national 
bank, measured by 15 per cent. of its income, 
and when that tax came up in the court: 
for comparison with the tax on other corpo: 
rations, if it could be shown that the manu 
facturing and mercantile corporations of the 
state actually paid each year, or the same 
year, 15 per cent. of their income in taxes 
exclusive of their tax on real estate, in my 
opinion the Supreme Court of the United 
States would sustain that tax. I think that 
was the intent of that provision in the statute. 


At this point Representative Wingo 
said: 


I do not follow you there. Do I under’ 
stand you to say that under the provision 
that is in subdivision (c) of the present 
Section 5219, which says that the rate shall 
not be higher than the rate assessed upon 
other financial corporations, nor higher than 
the highest of the rates assessed by the tax- 
ing state upon mercantile and manufacturing 
business corporations doing business within 
that state, we could tax the national banks 
in a state under this provision? 


Mr. Nichols answered: “Yes.” 
Representative Wingo then asked: 
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But not tax the mercantile and manufac- 
turing corporations under that, and upon a 
test as to whether or not it was discrimina- 
tory, the tax against the bank, if it were 
found that you could show that some little 
mercantile corporation did not pay the same 
character of tax, but did pay a tax in rate 
equal to this, that would meet the inhibition 
of the statute? 


To which Mr. Nichols replied: 


That is precisely and exactly what I was 
trying to say, less clearly than you did. 


The United States Supreme Court in 
Amoskeag Savings Bank v. Purdy (231 
U.S. 373) has clearly indicated that a 
state “is not obliged to apply the same 
system to the taxation of national banks 
as it uses in the taxation of other prop- 
erty, provided no injustice, inequality or 
unfriendly discrimination is inflicted 
upon them.” | 


THE MASSACHUSETTS BANK EXCISE TAX 


The Massachusetts tax on business 
corporations provides that every do- 
mestic business corporation is required 
to pay annually an excise equal to the 
sum of 

(a) five dollars per thousand upon 
the value of its corporate excess. 

(b) two and one-half per cent. on 
that part of its net income which is de- 
rived from business carried on within 
the commonwealth. 

The Massachusetts statute relative to 
the taxation of banks and trust com- 
panies provides that every bank shall 
pay annually a tax measured by its net 
income, at the rate assessed upon other 
fnancial corporations; provided, that 
such rate shall not be higher than the 
highest of the rates assessed upon mer- 
cantile, manufacturing and business cor- 
porations doing business in the common- 
wealth. 

The commissioner of corporations and 
taxation determines the rate on or be- 
before July 1 of each year after giving 
a hearing and then notifies the banks of 
his determination. Appeals by a bank 
from the determination of the commis- 
sioner of corporations and taxation to a 
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board of appeal are provided for in the 
statute. 

In practice the actual percentage de- 
termination is made by ascertaining the 
total net excise tax paid by domestic 
business corporations to the common- 
wealth for the prior tax year ending 
November 30, without adding penalty 
or interest. Into such total is divided 
all income assignable to Massachusetts 
of all domestic corporations. The result 
gives the percentage rate applicable to 
the net income from all sources, of na- 
tional and state banks and trust com- 
panies. In determining the net income 
of banks and trust companies there are 
added to the net income as returned to 
the Federal Government, any deductions 
for losses of previous years, plus all 
interest and dividends from whatsoever 
source derived, except dividends on 
shares of Massachusetts corporations and 
dividends paid in liquidation of capital. 

The reason that in practice the total 
net excise tax paid by domestic business 
corporations is employed as a base is 
that such corporations represent all the 
possibilities of restrictions contained in 
Section 5219. 


THE NEW YORK EXCISE TAX 


In New York, state banks, trust com- 
panies and financial corporations are 
subjected to a franchise tax, based on 
net income, levied by the state in lieu 
of all other taxation, excepting their real 
estate, which is locally taxable. The net 
income is taxed at the rate of 41/2 per 
cent. National banks are subjected to 
an excise tax measured by net income, 
computed at the rate of 4Y per cent. 
upon the basis of the net income for the 
calendar year next preceding the date 
when the tax becomes due, which is in 
lieu of all other taxation, excepting local 
taxation of their real estate. 

Likewise, business corporations, in- 
cluding mercantile and manufacturing 
corporations, are subject to a franchise 
tax similar to state banks, trust com-— 
panies and financial corporations. So, 
while in the case of business, mercantile 
and manufacturing corporations and 
state banks, trust companies and financial 
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corporations the tax is called a franchise 
tax, whereas in the case of national bank- 
ing associations the tax is not so desig- 
nated in the statute, the methods of 
application and of administration are 
substantially the same. 

The definition of the term “gross in- 
come” in the case of national banks is 
identical with that in the case of the 
state banks and the other corporations, 
and includes “all dividends received on 
stock and all interest received from 
Federal, state, municipal and other 
bonds.” The definition of the term “net 
income” is also identical for all, and is 
the gross income less the deductions 
allowed by the statute, such as business 
expenses, pension payments, rentals, in- 
surance premiums, interest paid and 
taxes, other than income taxes. 


THE WISCONSIN NET INCOME TAX 


In lieu of all taxes upon the capital, 
surplus, property and assets, except real 
estate, in the case of national banks, 
state banks and trust companies, Wis- 
consin taxes them upon their net in- 
come, under the General Income Tax 
Law of the state, as other business cor- 
porations. The graduated rates upon 
such net income are as follows: 


(a) On the first thousand dollars of aver- 
age taxable income or any part thereof, 2 
per cent. 

(b) On the second thousand dollars or 
any part thereof, 214 per cent. 

(c) On the third thousand dollars or any 
part thereof, 3 per cent. 

(d) On the fourth thousand dollars or 
any part thereof, 314 per cent. 

(e) On the fifth thousand dollars or any 
part thereof, 4 per cent. 

(f) On the sixth thousand dollars or any 
part thereof, 5 per cent. 

(g) On the seventh thousand dollars or 
any part thereof, 6 per cent. 

(h) On all average taxable income in ex: 
cess of seven thousand dollars, 6 per cent. 
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THE CALIFORNIA CONSTITUTIONAL 
AMENDMENT 


On September 5, 1928, the California 
Legislature in special session at the call 
of the governor, who acted on the 
special report of the California Tar 
Commission recommending the same, 
unanimously adopted a constitutional 
amendment permitting the taxation of 
banks, including national banking asso- 
ciations, “according to or measured by 
their net income which shall be in lieu 
of all other taxes and licenses, state, 
county and municipal, upon such banks, 
or the shares thereof, except taxes upon 
their real property.” The amount of 
the tax shall be equivalent to 4 per cent. 
of their net income and, it is further 
provided that the legislature may define 
“net income” “to be the entire net in 
come received from all sources.” 

This constitutional amendment will 
be submitted to the people of California 
at the General Election November 6, 
and, if adopted, will permit the legisla- 
ture to enact bank tax legislation in line 
with Massachusetts and New York. 

A survey of the constitutional tax pro 
visions of all the states indicates that 
perhaps only Kansas and Missouri may 
need to follow the California precedent 
of constitutional amendment in order to 
adopt the excise tax plan. The great 
advantage of that plan lies in the fact 
that states may thus maintain low rate 
taxes on intangibles or income taxes and 
secure valid bank taxes. The soundness 
of the excise tax on banks from the 
standpoint of fair taxation and good 
banking principles is unquestionable and 
thus states which are concerned with 
bank tax problems can readily find a 
solution by a study of the Massachusetts 
New York-Wisconsin-California bank 
tax methods. 





FEDERAL RESERVE POLICY AND CREDITil 
CONTROL 


By L. T. McFappEN 


Owing to the important part which the investment of independent money in brokers’ 
loans occupies in connection with our general credit situation, and in order to permit 
the Federal Reserve System to retain its control over the total volume of credit, it may 
become necessary, in the opinion of the author, to place the supervision of the future 
granting of brokers’ loans under the Federal Reserve System. Congressman McFadden 
is chairman of the Committee on Banking and Currency, House of Representatives, 


and author of the McFadden Act. 


The following article is taken from his ad- 


dress on October 1, before the convention of the American Bankers Association at 


Philadelphia. 


ANY years ago a great need 
M for safe and liquid short term 
loans in this country led to 
the establishment of a cash settlement 
system on the New York Stock Ex- 


change, and the making of security 
collateral loans on demand or “call.” 


This call loan market has come through 
many severe tests in the past, including 
civil and foreign wars, almost all species 
of currency heresies, inflations, depres- 
sions, periods of great activity and 


periods of business stagnation. It has 
been so strengthened by the necessity 
to survive these almost constant crises 
in the past that today it is the best or- 
ganized security collateral loan market 
in the world. 

A good test of a high degree of or- 
ganization in any market is the extent 
to which its operations are impersonal. 
In poorly organized markets the per- 
sonal factor is very important, while 
in highly organized markets standardi- 
zation of practice arises and the per- 
sonal equation vanishes. The New 
York call loan market is almost en- 
tirely impersonal. When a bank lends 
money at the money desk on the ex- 
change floor, it does not know to what 
stock exchange firm the loan will be 
made, nor does it particularly care. 
Similarly the stock exchange member 
borrower usually cares very little from 
just which lender his funds come. Call 


loans are diversified as to collateral, 
standardized in units of $100,999, and 
permit of ready substitution in the col- 
lateral and can be handled even for 
out-of-town lenders with extraordinary 
facility. I imagine there is no denying 
that call loans on listed securities made 
to stock exchange members are the 
safest and most liquid loans for these 
lenders that exist in American bank- 
ing. There seems to be no record of 
such a loan causing any loss to any 
lender—a statement which, of course, 
cannot be made of bankers’ bills, 
United States Liberty bonds or other 
superior banking investments. 


A LOGICAL MARKET FOR SURPLUS FUNDS 


Because of the ready availability of 
this class of loan for the investment of 
surplus funds, bankers, individuals, 
corporations and other holders of avail- 
able funds logically turn to this market 
when rates are made attractive as at 
the present time. Such a market sucks 
into it all available funds in the coun- 
try. And because of the large ac- 
cumulation of savings and the turning 
of national resources into liquid wealth, 
together with the improved credit fa-. 
cilities, enhanced also by large foreign 
lendings in this market, the total of 
brokers’ loans is at the highest peak in 
history. This, too, at a time when our 
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banks are being called upon to finance 
the annual crop movements (which 
movements usually involve a temporary, 
though considerable, expansion of 
credit) and when many of the present 
reserves, which ordinarily are avail- 
able for this purpose, are being utilized 
in speculative directions, would indi- 
cate that the present monetary strin- 
gency accompanied by present high 
rates, unless relieved by a release of 
additional credit by the Federal Re- 
serve System, will continue into the 
late autumn and even over the turn of 
the coming year. This is made more 
certain by the fact that the apparent 
efforts of the Federal Reserve manage- 
ment to restrict the speculative posi- 
tion have proved unsuccessful. There 
is evidence that the Federal Reserve 
authorities are now releasing funds 
through the open market transactions 
to provide additional credit which is 
found necessary for the strain incident 
to crop moving. In the Federal Re- 
serve System's attempt to restrict specu- 
lative tendencies it is confronted with 
the realization of its lack of control 
over a vast amount of credit that is 
made available to the speculative mar- 
ket when high rates of interest prevail. 
It readily recognizes the burden that 
rests on the Federal Reserve System in 
case of a sudden withdrawal from the 
speculative market of these independent 
funds throvgh a loss of confidence, a 
lowering of rates, or the use in com- 
mercial or industrial lines. 


WILL FEDERAL RESERVE SUPERVISION BE 
NECESSARY? 


Owing to the important part which 
the investment of independent money 
in brokers’ loans occupies in connec- 
tion with our general credit situation 
and in order to permit the Federal Re- 


serve to retain its control over the 
total volume of credit, it may become 
necessary to place the supervision of 
the future granting of brokers’ loans 
under the Federal Reserve System. 
The recent ruling of the New York 
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Clearing House, limiting the accessi- 
bility of this market to loans of $100,- 
000 or multiples thereof, emphasizes 
the necessity of some kind of super- 
vision over this particular market. 

A leading economist has recently 
pointed to the fact that more credit is 
being used in brokers’ loans at the 
present time than is being extended to 
our entire agricultural industry, or 
than is being employed in our whole 
foreign trade, or than is being used in 
the automobile industry, the steel in- 
dustry or any other single manufactur- 
ing industry in the United States, and 
that brokers’ loans are greater today 
than were all the savings bank deposits 
in the United States at any time prior 
to 1917 and more than half as great as 
are the aggregate savings bank deposits 
of the American people at the present 
time. 


A GRAVE RESPONSIBILITY 


The Federal Reserve System is 
charged with a grave responsibility in 
dealing with this situation because it 
would be easy for the system to pro- 
duce a business slump without intend- 
ing to do so. In this connection, it is 
interesting to note the views of a lead- 
ing British authority on the subject of 
finance, who is a student and close ob- 
server of our Federal Reserve opera: 
tions: “I am now more concerned lest 
the Federal Reserve authorities should 
accidentally bring about a general busi 
ness depression by attempting to’ take 
action toward the stock markets which, 
however well meant, is not really com: 
patible with the system's duty toward 
business. I think the Federal Reserve 
System may have been quite right to 
try to frighten the speculators a few 
months ago, but, this having failed, I 
think they would be much better ad’ 
vised to leave Wall Street alone and 
let it boil over of itself, rather than 
do things which, if continued, will cer’ 
tainly put at risk the general prosperity 
of the country.” 
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HOW PRESENT SITUATION 


PRECIPITATED 


WAS 


Apparently the present situation was 
precipitated by the change of Federal 
Reserve policy last year to assist En- 
gland and other central banking coun- 
tries in their attempt to stabilize their 
currencies and return to a gold basis. 
Now that this assistance has been ren- 
dered at the cost of America’s being 
thrown into a speculative frenzy, the 
Federal Reserve authorities are attempt- 
ing to get back to a normal basis. In 
considering this dilemma, another noted 
English authority expresses the opinion 
that it is very apparent that there is 
no inflation in commercial credits and 
commodities and, ,therefore, no need to 
restrict commercial credits, but there is 
evidence of inflation in the stock mar- 
ket and in real estate operations, and 
he suggests that if Federal Reserve 
credit is being used as is indicated, that 
it is a serious risk. And all this might 
have been obviated six months ago if 
the Federal Reserve management had 
been more drastic in dealing with the 
well defined speculative tendency then 
indicated. 

This same responsible authority fur- 
ther says that Federal Reserve manage- 
ment cannot ignore speculation in real 
estate or the stock market when it is 
definitely known that Federal Reserve 
credit is being used, particularly when 
these loans are secured by collateral 
based upon very high or inflated values, 
because in the event of collapse in 
either case the banking system is bound 
to be weakened, which might precipi- 
tate serious banking as well as indus- 
trial trouble. He points out, besides, 
that just as real estate and stock mar- 
ket booms in the past have encouraged 
spending, so the collapse of these booms 
will necessarily discourage spending 
and thus injure trade. He further 
points out that it is utterly impossible 
for the Federal Reserve management to 
concentrate attack upon any particular 
form of inflation, but if it desires to 
check speculation, either in real estate 
or the stock market, it must penalize 


general trade to some extent and that it 
is better to face these facts in the early 
stages of speculation when neither 
checks nor results of them need be so 
severe as when action is delayed, and 
in the present predicament it will be a 
mistake if the Federal Reserve manage- 
ment allows reduction in money rates 
before the present volume of brokers’ 
loans is materially reduced. Also, 
member banks must not be continuous 
borrowers else they may regard such 
borrowing as the rule rather than the 
exception, and such a policy would 
seriously weaken the Federal Reserve 
management of the credit situation. 
The same authority considers it unwise 
for the Federal Reserve management to 
put into operation the machinery de- 
signed to reduce volume of credit un- 
less it really intends to reduce it. The 
only result will be embarrassment and 
decreased efficiency in the management. 
This authority approves of the policy 
of the Federal Reserve System during 
the last six months and feels that it 
has been in the right direction but not 
sufficiently drastic. 


MAKING RESERVE CREDIT MORE 
ACCESSIBLE 


Reserve credit is made more acces- 
sible in times like the present by the 
use of short time Government securi- 
ties as collateral by member banks and 
by the Federal Reserve banks them- 
selves in open market operations. The 
availability of Government securities 
for the release of Federal Reserve 
credit is partly responsible for the non- 
development of trade acceptances and 
bankers’ acceptances in this country. 
Federal Reserve authorities, recogniz- 
ing the powerful influence to buy and 
sell in the open market, so long as the 
law permits Government securities, be- 
cause of their ready availability, to be 
purchased and sold in the open mar- 
ket, have insisted upon a continuance 
of this war-time authority, and no 
doubt such use has influenced the 
Treasury in continuing to refinance ap- 
proximately two billion dollars’ worth 
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of the Government temporary debt 
(now represented by short time cer- 
tificates of indebtedness) in this form 
of security rather than the funding of 
this short time debt over a long time. 

I have heretofore directed attention 
to the fact that the Federal Reserve 
System permits the use of Government 
securities as a basis for a release of 
Federal Reserve credit to a greater ex- 
tent than is perhaps judicious. Careful 
consideration should be given to this 
subject, particularly as it is through 
this source that credit can be released 
in a speculative market, and when so 
released, even though for commercial, 
industrial, or marketing purposes, it is 
quite apt to go directly into the specu- 
lative loans which will result in an in- 
flation of what is perhaps an already 
over-inflated, high-priced stock market. 


OPPOSITION TO RESTRICTION OF CREDIT 


The speculative minds in this coun- 
try, realizing how dependent their busi- 
ness is upon ample credit facilities and 
easy access thereto, oppose, of course, 
any restriction being placed on the 
release of credit through the use of 
Government securities. At the same 
time, they are not too adverse to this 
and have already suggested a method 
whereby additional credits can be pro- 
vided through the Federal Reserve 
System by making eligible for redis- 
count brokers’ loans in the form of 
what is known in the English market 
as Lombard loans. To my mind, to 
make eligible this class of investment 
securities for direct discount and thus 
cause an additional release of Federal 
Reserve credit, tends to inflation and 
is contrary to the principles underly- 
ing the organization of the Federal Re- 
serve System. If, however, our con- 
templated use of the Federal Reserve 
facilities to accommodate commerce, in- 
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dustry and agriculture in this country 
has changed, and we have come into 
a new era where industry, commerce 
and agriculture are being financed dif- 
ferently than intended in the original 
act, the act should be changed to meet 
the new conditions. 

The development of mass production, 
centralization of industrial production 
and distribution, coupled with the cen- 
tralization of individual banking en- 
deavor, must be recognized, and just 
as truly as we have developed from the 
beginning of banking, we are going to 
continue to expand because banking 
must keep pace with the needs and re- 
quirements of advancement in com- 
merce and industry and improved mar- 
keting conditions in agriculture. 


CREDIT CONTROL THROUGH NEW 
LEGISLATION 


Our central banking system as now 
operated by the Federal Reserve Sys 
tem is necessary in order that we may 
maintain a gold standard and finance 
our domestic and international trade 
as well as our own Governmental and 
financial transactions. If this system is 
to function in the discharge of its full 
duty, it must occupy a commanding 
position over the credit situation in the 
United States and in order to do this 
it must be placed in a position where 
it can control all the elements that 
enter into this credit situation; and if 
revision of the law is necessary to ac’ 
complish this, the necessary amend- 
ments should be made in the law so 
that the administration of the system 
will not be handicapped in its service 
to the 120,000,000 people whom it was 
primarily organized to serve. And the 
management of this system should 
uever forget that it is the trustee of 
the people of this country whose des 
tinies are to a great extent in its hands. 





THE BANK BOND BUYER AND SOME OF 
HIS PROBLEMS 


By J. Harviz WILKINSON, JR. 


The following article deals with an investment buying policy for the bank's own ac- 
count; with the question of modification of the policy, and with certain relationships 


which should exist between the buyer and the distributor of securities. 


The author is 


identified with a prominent Wall Street investment banking firm. 


HERE are two distinct types of 

bond buyers for commercial banks. 

One is primarily concerned with 
investments and as such wears the 
cloak of the specialist. The other is 
engaged for the most part in com- 
mercial banking operations and _ pur- 
chasing securities is only one of his 
many duties. It is with the problems 
of the buyer of the latter type that this 
article will be concerned. 


Many conditions will tend to shape 
the buying policy. These formulating 
factors, though often overlapping in 
their working, may, for purposes of 
simplicity, be divided into external and 


internal forces. Among those in the 
latter class are the type of business 
done by the bank (the character of the 
industries served and the seasonal na- 
ture of the accounts); the purpose or 
purposes for which the bond account 
is employed; the restrictions laid down 
by the board of directors or executive 
committee to whom purchases have to 
be referred; and the blue sky laws of 
the particular state. Each of these 
points mentioned, while subject to 
some variations, is for the most part 
fixed. Changes can be brought about, 
but only slowly, and it is no distortion 
of the facts to consider these elements 
as relatively inelastic. 

The external factors may be con- 
sidered extraneous to those just dis- 
cussed. Here arises the need for the 
greatest judgment on the part of the 
buyer and here is the opportunity for 
the display of investment skill. Among 


the external factors that will have to 
be given consideration are such mat- 
ters as: a determination as to the gen- 
eral type of issue which will be pur- 
chased; a decision as to when securi- 
ties of certain businesses have begun to 
shed their speculative coating and 
come into his field of purchases; di- 
versification; the trend of bond prices; 
and, obviously, the analysis of indi- 
vidual bonds. 


THE OUTLOOK FOR INTEREST RATES 


The separation of the long term from 
the short term forces, and the proper 
appraisal of the various elements which 
go to determine bond prices, is an 
example of -the handling of an ex- 
ternal factor. In spite of the existing 
conditions, it would seem logical to 
state that, over a period of years, in- 
terest rates will fall, for the long 
term forces have not changed color 
since last fall and at that time 
the opinion was predominant in the 
belief of rising bond prices. A _ re- 
distribution of a portion of the gold 
supply’ was even then deemed desir- 
able, and predicting the lower interest 
rates over a period of years considera- 
tion was given to the possibility, or 
rather probability, of a shrinkage in 
our credit base. Whether a loss of 
gold would have been accompanied by - 
the present firming of interest rates 
had not employment of funds in the 
speculative channel been excessive will 
forever remain an academic question. 
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It does not seem probable that the 
tightening in money would have been 
as pronounced. The rise in bond prices 
during the latter part of 1927 was ad- 
mittedly at a feverish pace. Trading 
in issues, tantamount to speculation, 
in which bonds bought were sold to- 
morrow at a profit, will not be im- 
mediately repeated, but barring world 
upheaval the outlook now for the dis- 
tant future is slowly declining interest 
rates. 

The buyer will have to determine 
his need for short term issues, and 
the degree of liquidity he will need. 
These will be dictated by the internal 
factors. Having decided, largely by 
experience, upon the requirement of 
his portfolio in this respect, he should 
not let marketability be the determin- 
ing consideration in his purchases; on 
the other hand he should seek other 
qualities in his investments in order 
that the account may be given a proper 
balance. 


HOLDING TO THE POLICY FORMULATED 


Once the policy has been shaped 


(and that some definite policy be 
formulated is imperative) it should be 
adhered to and not changed for the 
asking. Pressure will be exerted from 
many sides but unless the original aims 
and standards are rigidly followed the 
best results will not be attained. It 
should be noted that these particular 
comments are not made with regard to 
the purchase or non-purchase of an in- 
dividual issue but rather that they 
have to do with the consideration of 
policy. And yet, in spite of the 
writer's seemingly adamantine attitude 
toward modification of an established 
plan, modification will be necessary, 
but it is for fear of changes to suit 
some temporary whim or fancy that 
strictness has been advocated. 

For many years prior to 1921 in- 
terest rates were rising and accord: 
ingly short term issues were desirable. 
That a modification of any such policy 
was necessary in the subsequent years 
has been demonstrated. Foreign se- 
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curities were issues to be wondered at 
before the World War. In recent 
years they have become more common 
and are recognized as having a dis- 
tinct place in our investment market. 
For example traction issues are now 
in disfavor but there is at the present 
time reason to believe that there will 
come a day in which the securities of 
street railways operating under cer- 
tain conditions will merit a better rank 
among the various classes of invest- 
ments. And thus it seems that a rigid 
policy is mecessary and yet withal 
there is need for judgment as to when 
a change in conditions is of sufficient 
weight to cause a change in the policy. 

Any discussion of the problems of 
the bond buyer would indeed be in- 
complete without some airing of his re- 
lationship with the seller of securities 
or the investment banker. To a con- 
siderable degree this involves personal 
relationships and, difficult as they are 
of accurate measurement, they must 
not be neglected. 


RELATIONSHIPS OF BUYER AND SELLER 


The bond salesman, usually a target 
for caustic comment, is generally the 
contact point between the investment 
banker and the bank bond buyer. The 
writer does not pose as an advocate 
for these much maligned men, nor does 
he hold any brief as to their impunity. 
However, the following suggestion is 
offered for consideration. Would it 
not be probable that if the bond buyers 
were to demand by their very sagacity 
“the-all-to-be-desired knowledge” from 
the bond salesman, the quips about the 
well dressed college graduate who ex’ 
poses bonds to the public would not be 
so frequent? There are undoubtedly men 
selling bonds who are not equipped 
to do so and it is true that many 
have probably sought bond selling as 
the easy road to success. It is be 
cause of the existence of these latter 
groups that some of the subsequent 
discussion has been deemed necessary. 

The bond buyer who can devote his 
time to the investment business should 
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be immune to meaningless remarks, to 
partially stated facts and to the win- 
ning personality. It is his business to 
secure the information he _ wishes, 
whether through the salesman or 
through the statistical department of 
the house matters not. This class of 
buyer should have an exact knowledge 
as to his needs and should spare no ef- 
forts to attain them. 

In the case of the individual who 
attends to many duties in the commer- 
cial bank besides that of purchasing 
bonds a different situation exists. Pes- 
tered, more often than not, by sales- 
men from many houses he is placed in 
a dangerous position. Whereas no 
remedy can be promulgated that will 
satisfy every case it is believed that 
the plan which will be set forth would 
be productive of much better results 
than those now in practice. 


RECOGNITION OF RELATIVE RELATION- 
SHIPS 


The commercial banker should recog- 


nize his status as such, and _ be 
thoroughly cognizant of the differences 
that exist between his business and that 
of the investment banker. In spite of 
its triteness, there is no more forceful 
analogy of the relationship which 
should exist between the two than that 
which exists between client and lawyer, 
patient and doctor. The bond buyer 
in any class, especially in this one, 
should not attempt to barter on the 
basis of caveat emptor. In a word, 
rather than follow 
doctrines as that any first mortgage 
bond is always preferable to a de- 
benture he should plainly and specific- 
ally state his requirements to some in- 
vestment house or investment houses 
and rely on their integrity and ability, 
which as specialists in a line they 
should possess. The object in carrying 
out the above procedure would be to 
heighten the moral responsibility of 
the house toward the particular cus- 
tomer, but in no sense should the 
moral responsibility be confused with 
a guarantee. 

Accordingly, some such policy as 
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the following should be worked out 
The bank would determine what por- 
tion of its account is used as a sec- 
ondary reserve. As has been stated, to 
the extent that it is so employed 
liquidity is paramount. Consequently 
for the most part either issues of 
United States Government bonds 
should be the investment medium of 
that portion or possibly the highest 
grade railroad issues. So binding are 
the requirements in this case that it 
comes the nearest to being an instance 
in which a general rule is of practical 
value. As regards placing the remain- 
ing part of the account the investment 
banking institutions present the best 
opportunity. 

Immediately there will be raised the 
cry that the carrying out of any such 
plan is premised on the fact that all 
investment bankers are idealistic philan- 
thropists. Such is quite obviously not 
true. Every salesman has issues which 
he considers attractive and has occa- 
sional opportunities to turn in a profit 
for the customers. Is it not human to 
expect him to serve his “plums”—often 
few—to those who have shown a will- 
ingness to do a good portion of their 
business with him? 


CHOOSING THE INVESTMENT HOUSE 


Naturally the size of the account and 
the attendant conditions would aid in 
a decision as to the number of invest- 
ment houses with which the bank 
would deal. Care must be taken lest 
in the desire to be connected with 
many institutions some of the purposes 
for which this plan was set forth would 
be defeated. Again which house or 
houses to choose would be a crucial 
question. Internal factors will serve 
to narrow the field in some instances 
and other considerations will enter, 
among which would be past experi- 
ence. 

No panacea for losses has been dis’. 
covered. Some securities will go into 
receivership in spite of the judgment 
and skill that will be used. It is in no 
belief that such events would not oc- 














THE SALES SIDE OF 
SAVINGS ACCOUNTS 


‘‘Educational savings.’ ‘‘Home own- 
ing savings.’’ ‘‘Insurance savings.’’ 
You’ve borrowed the ‘‘Club Plan’’ in 
wholesale fashion for ordinary accounts. 


You advertise thrift widely. Do you 
sell it? ... For selling demands service 
beyond the sale. You’ve got to deliver. 
You assume a trust when you contract to 
help a depositor achieve an end through 
thrift... Right there is why you need 
Kardex. 


“*Mr. Leonard, let’s get back on that The new Kardex Savings Ledger is a 

plan for educating that boy of yours. Ledger that actually sedis thrift. It meas- 

This signal says yau haven’t made a ures visibly the progress of each depositor 

deposit for over a year. Shall we toward the reaching of his goal. It 

stort today ? prompts the action that helps you make 
‘*delivery.’”’ 


The new Kardex Savings Ledger is 
ready for your inspection. The coupon 
below will bring the Kardex demonstra- 
tor-book to your desk. Just fill it in and 
mail it right away. 


KARDEX 


DIVISION OF 


Remington Rand Business Service Inc. 
465 Washington Street Buffalo, New York 


Remington - Kardex - Rand - Safe Cabinet 
Baker-Vawter - Powers - Kalamazco - Dalton 
Line-A-Time - Library Bureau 


KARDEX VISIBLE DIVISION D a 
KEMINGTON RAND BUSINESS SERVICE INC. 
465 Washington St., Buffalo, N. Y. 

If you can really show me a way of putting 
the sales element in savings accounts, I'd like 


to look over the Kardex demonstrator-book. 
Please have it sent to me. 
The Kardex Savings Ledger is built 
from units which may be added as 
your department grows. Individual 


RT Te EE Se geri ‘ 








THE BANKERS MAGAZINE 729 


casionally occur that the plan has been 
set forth, but it is in the belief based 
on observation that the final result 
would be distinctly advantageous for 
the bond buyer in the small bank. The 
buyer, while possessing knowledge on 
certain facts, is by the very nature of 


things unable to devote the time neces- 
sary to properly pass on issues, and 
he is moreover subject to the storm of 
conflicting forces, each human and 
each setting forth what he _helieves, 
conscientiously or otherwise, is the 
best plan. 


BANKING OPINION ON BUSINESS 


eral trade activity, with seasonal 

expansion in some lines, and a 
further tightening of money rates have 
been the outstanding features of the 
business situation during the last month, 
according to the September 24 issue of 
The Guaranty Survey, published by the 
Guaranty Trust Company of New 
York. “The fall stimulus is under way, 
and at present there is reasonable pros- 
pect for a continuance of sustained 
business activity to the end of the 
year, at least,” The Survey continues. 
“Although money conditions have un- 
doubtedly operated in some instances 
as a check on trade volume, neither 
high interest rates nor the uncertain in- 
fluences traditionally ascribed to ap- 
proaching Presidential elections have 
served to bring about a lower level of 
activity or to dampen the spirit of 
optimism that has been developing in 
business circles for several weeks. 

“The course of trade this year forms 
an interesting contrast with the trend 
in 1924, the year of the last Presi- 
dential campaign. At that time the 
spring and summer months witnessed 
the most drastic industrial curtailment 
that had occurred since the post-war 
crisis; while this year the summer re- 
cession that has come to be regarded as 
entirely normal has appeared hardly at 
all. This change is probably due 
mainly to economic, rather than politi- 
cal, factors.” 


eS. high level of gen- 


IN THE TWELFTH DISTRICT 


Isaac B.. Newton, chairman of the 
board and Federal Reserve agent, Fed- 


eral Reserve Bank of San Francisco, in 
a report of business conditions in the 
twelfth district as of September 20, 
says that industry and trade in that 
district were seasonally more active in 
August than in July and were at 
levels above those of a year ago. “In 
the industrial field, lumbering, copper 
mining and flour milling showed the 
largest incrcases in activity during the 
month and year. Sales at retail and at 
wholesale, and merchandise carloadings 
of freight were larger in volume dur- 
ing August than during July, and both 
sales and carloadings were larger than 
during August, 1927. Employment 
conditions in the district are reported 
to have improved during August, as 
compared with July, 1928, and are 
better than in August, 1927. 

“The agricultural situation continues 

generally satisfactory except in certain 
restricted areas where specialty crops 
predominate. It is estimated that the 
aggregate production of the principal 
crops grown during 1928 will be 
slightly less than a year ago. 
The amount of credit extended “by 
member banks of the district has risen 
by a substantial amount since August 
1 as a result of both seasonal and non- 
seasonal increases in commercial loans 
and loans on securities. mg 


ACTIVITY IN TENTH DISTRICT 


“Business in the tenth district moved 
through August with quickened stride 


and entered September showing a high’ 


rate of activity for the early fall,” says 
the Monthly Review of the Federal Re- 
serve Bank of Kansas City, for October 
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Putting the wires 
underground 


N 1881, five years after the first 

sentence was transmitted by 
telephone, a conversation was car- 
ried on by underground cable be- 
tween points 14 mile apart. Today 
the Bell System operates more than 
40,000,000 miles of wire under- 
ground. And still the work of 
“putting the wire underground” 
goes on. 


Basic facts on American Telephone 
and Telegraph Co. as an investment 


With its predecessors, the American 
Telephone and Telegraph Company 


has paid dividends regularly for 
forty-eight years. Its earnings as- 
sure an ample margin of safety 
above dividend requirements. Its 
stock is held by more than 430,000 
investors. It is constantly seeking 
to bring the nation’s telephone 
service nearer to perfection. It 
owns more than 93% of the com- 
bined common stock of the operat- 
ing companies of the Bell System 
which furnishes an indispensable 
service to the nation. 

Write for booklet “Some Finan- 
cial Facts.” 


BELL TELEPHONE 
SECURITIES CO. Jue. 


Saad 


195 Broadway i 
we 
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8} New York City 
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1. “The output of manufactures and 
minerals and the volume of 
distributive trade exhibited about the 
usual seasonal increase and both were 
larger than a year ago. Loans of mem- 
ber banks of the Federal Reserve Sys- 
tem fluctuated around the year’s high 
levels, and investments of the banks 
mounted to new high records. Net de- 
mand deposits receded slightly, while 
time deposits and savings deposits were 
larger than in either the previous month 
or the corresponding month in 1927. 

“Official crop reports based on the 
September 1 condition were less favor- 
able for fall crops in this district than 
a month earlier, due to injury by hot 
and dry August weather in parts of the 
Great Plains area. The situa- 
tion for the livestock industry con- 
tinued favorable with some further ad- 
vance in prices of cattle and hogs and 
but slight change in the prices of sheep 
and lambs.” 


IN MILWAUKEE 


Business and Financial Comment of 
the First Wisconsin National Bank, 
Milwaukee, for September 15, says em- 
ployment figures “‘continue to register 
satisfactory industrial conditions in Mil- 
waukee. More orders for workers were 
received by the public employment 
ofice in August than in July and 
about 200 more placements were made. 
The demand came mostly from the 
metal trades which are very busy and 
in need of skilled workmen. On the 
other hand, a small surplus of skilled 
workmen in the building trades is re- 
ported. 

“Employment in Wisconsin indus- 
tries, as reported by the State Indus- 
trial Commission, was below 1927 dur- 
ing the year to July 15, but the spread 
between the two years grew narrower 
in the later months. In the leather, tex- 
tile, chemical, woodworking and paper 
industries employment in the last re- 
ported month was below 1927, while 
in metals, foods, rubber, printing and 
publishing, stone and allied industries 


and light and power, the number em- 
ployed was above 1927. 

“For the first time this year, the 
value of building permits in August ex- 
ceeded the like month last year. Per- 
mits issued last month had a total value 
of about $4,900,000 against $3,615,000 
a year ago. The cumulative total of 
building for the first eight months of 
1928 was about $6,000,000 behind 
1927.” 


IMPROVED SITUATION IN MICHIGAN 


“Comprehensive reports from over 
one hundred Michigan bankers, Cham- 
ber of Commerce secretaries, and other 
business executives indicate that a sub- 
stantial revival is taking place in indus- 
try following a summer of more than 
ordinary activity,” says the Michigan 
Business Review for September, pub- 
lished by the Union Trust Company of 
Detroit. “Nearly all lines are partici- 


pating in the improved situation. Auto- 
mobile and auto parts and accessory 


plants, of course, are in the lead. A 
brisk business is also being done by 
show-case, store fixture and radio manu- 
facturers. Manufacturing con- 
ditions in a number of the larger cities 
and in several of the smaller centers of 
the state have never been better than 
they are at the present time. Numer- 
ous factories are working overtime. 

“Never before has the Michigan em- 
ployment situation as a whole been 
better. Such unemployment as does 
exist is made up almost entirely of the 
floating population which is always at- 
tracted to this state by the publicity 
given to prosperity in the automobile 
industry. . . . 

“Michigan bankers report money in 
sufficient supply to take care of com- 
mercial and industrial requirements and 
the needs of the farmer, although the 
credit situation is somewhat tighter 
than is was a month or two ago. The 
crop situation continues good to excel- 
lent. Michigan farmers as a whole are 
more prosperous than at any time in 
recent years. 

“Trade, wholesale 


and retail, in 





MORE 
THAN PROTECTION 


... faster, more economical, 
more efficient methods of 
check preparation 


Tue Todd System has long been 
recognized as the most thorough de- 


fense against check alteration. The 
deeply shredded, indelible imprint of 
the Protectograph daily guards the 
amount line on millions of checks. Todd 
Greenbac Checks, with their famous 
self-canceling feature, are used by 
thousands of business firms for protec- 
tion against alteration or counterfeit- 
ing. The most nearly non-counterfeit- 
able signature known, the signature of 
the Todd Check Signer, is fast becom- 
ing the accepted signature of every 
modern business issuing pay-roll 
checks, dividend checks or other checks 
in quantities. 

But there is another reason for the 


wide use of the Todd System, a very 
important reason—speed! Todd ma- 
chines operate with extraordinary 
speed. They are savers of time. They 
reduce the cost of labor. They intro- 
duce worth-while new economies into 
routine procedure. With the Todd 
System it is possible not only to pre- 
pare checks thoroughly protected, more 
easily legible, and more distinguished 
in appearance, but to prepare these 
checks in a fraction of the time neces- 
sary by hand methods. The Todd Com- 
pany, Protectograph Division. (Estab- 
lished 1899.) 1139 University Avenue, 
Rochester, N. Y. Sole makers of the 
Protectograph, Super-Safety Checks, 
and Todd Greenbac Checks. 


TODD SYSTEM OF CHECK PROTECTION 
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Michigan is distinctly better. The cur- 
rent volume is well ahead of that of a 
year ago. Collections are reported fair 
to goodiand are better than at this 
time last year.” 


TEXTILE DEPRESSION 


The October 1 review of the Federal 
Reserve Bank of Boston reports the 
situation there as follows: “Business 
activity in New England in August 
showed some improvement over July, 
but, as in the preceding months, the in- 
fluence of the depressed textile indus- 
tries was almost entirely responsible 
for a lower rate than that which pre- 
vailed a year ago. While New En- 
gland industries are fairly well diversi- 
fied, and are becoming even more so, 
it cannot be denied that the influence 


of the condition in cotton textiles on 
general business at this time is con- 
siderable. Silk mills are an 
exception in this group, as operations 
for the first eight months were 10 per 
cent. larger than in the same months 
of last year, and in August nearly 14 
per cent. larger than in August, 1927. 
The total building volume, which has 
been consistently larger this year than 
in the corresponding months of last 
year, in August was slightly less than 
in that month a year ago, although the 
total for the first eight months was 18 
per cent. higher than for the same 
period of 1927. The distribution of 
merchandise, as indicated by loadings 
of merchandise and miscellaneous classes 
of freight, is well maintained, and has 
recently been in excess of the same 
period in 1927. si 


LONDON AND NEW YORK AS FINANCIAL CENTERS 
(Continued from page 714) 


The real or supposed rivalry between 
London and New York as financial 
centers may be dismissed as unimportant, 
since there seems to be plenty of busi- 
ness in sight for both. But New York 
may well feel concerned at losing inter- 
national financial prestige on account of 
speculative activity. 


ADVERTISING TO SELL 
SECURITIES 


HIS was a subject which received 
"[iserved attention at the conven- 

tion of the Financial Advertisers 
Association recently held at Utica, N. Y. 
It is a matter too long neglected by the 
investment houses and by bankers gen- 
erally. This is not to say that much 
advertising space has not been consumed, 
but that most of the advertising is what 
is known as the “institutional” type. 
Advertising of this kind has, of course, 
value in selling investment securities to 
banks, trust companies, insurance com- 
panies and other investors representing 
the professional class of security buy- 


ers; but it is of practically no use in 
affording intelligible information to 
those who may be called the ultimate 
consumers of securities. And it is 
among this class that enlightenment is 
surely needed, as may be inferred from 
the childlike simplicity this numerous 
class displays in making “investments.” 

The advertising heretofore done by the 
investment houses—possessing certain in- 
disputable value within a limited field— 
is about as useful to the average citizen 
as would be the advertisements of one 
group of physicians to another, or of 
the proponents of diverse metaphysical 
theories. 

What is wanted in investment adver- 
tising is something clear and truthful, so 
presented as to be within the grasp of 
the wayfaring man who is not invest- 
ment wise. It cannot err in being too 
elementary, for we shall never popularize 
investments among the masses of our . 
people by handing out to them abstruse 
scientific theories and calculations re- 
lating to stocks, bonds and mortgages. 
The story must not be told in the jargon 





Until a few 
years ago 


no banker could 
answer “Yes” to 
this question. 


“Do you know that the entry made on your 
depositor’s passbook and on your card or 
ledger in the bank are exactly the same and 

cannot be changed or misread?” 


Only where National Bank-Posting Machines 
are used can a banker know that his record and 
the depositor’s are the same and that neither 
passbook nor ledger card can be changed. 


National Posting Machines print your record 
and the depositor’s record at the same operation. 
There can be no difference, for they are made 
at the same time. There can be no misreading, 
for every figure is printed in plain type. There 
can be no changing, for every figure is printed 
in indelible ink. 


Let our Accounting Machine Division at Dayton 
explain the new standard of protection and ser- 
vice which the National Bank-Posting Machine 
has brought to banks. 


National Bank-Posting Machines 


Product of The National Cash Register Company 
Dayton, Ohio 
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of Wall Street, but in the language of 
every-day life. 

Investment and speculation must be 
distinguished; the benefits of investing— 
internationally, nationally, locally and 
individually—must be pointed out, and 
the various kinds of investments care- 
fully described, and their respective ad- 
vantages explained. 

The education of our people in the art 
of wise investing is a great constructive 
undertaking already too long delayed. 
It is hoped that the attention given to 
this important subject by the Financial 
Advertisers Association will result in 
prompt and efficient action in this di- 
rection. 


HELPING THE HURRICANE 
SUFFERERS 


ORIDA, Porto Rico and several 
Fe the islands of the West Indies 
were visited by a disastrous hurri- 
cane in September, causing great loss of 


life and serious damage to property. 
While response to demands for relief 
has been generous throughout the coun- 
try, it may become necessary, in view 
of the grave nature of this catastrophe, 
to invoke other means of relief, especial- 
ly of a kind that will help toward 
mitigating the permanent effects of the 
disaster. Some plan of rebuilding and 
replanting should be devised that will 
set these devastated regions once more 
on the way to restoring their homes, 
farms and shops. Possibly the Federal 
Government could co-operate with other 
governmental and private agencies in a 
well-thought-out plan of reconstruction. 

These devastated regions are of great 
beauty and fertility and, despite occa- 
sional hurricanes, the climate is un- 
rivaled. The people are attached to 
their homes, and will undergo great 
sacrifices to restore and maintain them. 
In this effort they should receive the 
practical help of the bankers of America 
and of our people generally. 


CHICAGO BANK ACQUAINTS CUSTOMERS 
WITH NEW CURRENCY 


with the new, smaller-sized currency 

which will be issued by the United 
States Government next year, the State 
Bank of Chicago is distributing certi- 
ficates the exact size and shape of the 
new currency, on which is printed de- 
tailed information regarding the changes 
in the currency. 

Gaylord S. Morse, of the State Bank 
of Chicago, says the bank has a large 
supply of these certificates on hand and 
will be glad to give them out to anyone 
interested. 

The denominations will continue as 
at present and it is expected that many 
months, if not years, will be required to 
withdraw completely all the old money 
trom circulation. 

All bills of $100 and under, except 
the $1 notes, will have engravings of 
buildings on the reverse side. The $1 
bills and the denominations higher than 
$100 will have ornate backs. 


[: order to acquaint its customers 


Denominations of the bills will not 
be changed, but will correspond to past 
issues. One, 2, 5, 10, 20, 50, 100, 500, 
1000, 5000, and 10,000-dollar bills of 
the new small dimensions will be dis- 
tributed through the nation’s banks in 
return for worn out, old currency. The 
exchange is not to be confined to re- 
placement of ragged and torn bills, how- 
ever, and it is expected that many prac- 
tically new notes will be replaced in the 
interest of making the change complete 
within as short a time as is possible. 

Information printed on the certificates 
issued by the State Bank of Chicago in- 
cludes the names of men whose por- 
traits will appear on the face of the new 
currency, as follows: $1 bills, Washing- 
ton; $2 bills, Jefferson; $5 bills, Lincoln; 
$10 bills, Hamilton; $20 bills, Jackson; . 
$50 bills, Grant; $100 bills, Franklin; 
$500 bills, McKinley; $1000 bills, Cleve- 
land; $5000 bills, Madison, and $10,000 
bills, Chase. 





ANY WAY WE SAY 
iT — IT'S TRUE 


We might say it this way: 


Over 60% of the banks in the principal metropolitan centers of the United 
States are using La Monte Safety Paper. 


Or this way: 


A majority of the modern and progressive banks in the country have adopted 
La Monte Safety Paper—the accepted standard in check paper. 


Or this way: 


La Monte Safety Paper suggests immediately an alert, up-to-the-minute bank. 
That’s one reason why two-thirds of the banks in the important cities of the 
United States are using it. 

National Safety Paper makes a dignified, substantial, distinctive 
check —the kind that reflects the standing of the bank that issues it and 
the business man that uses it. It is protected on both sides against any 
mechanical or chemical alteration. Your stationer or lithographer will be 
glad to show you samples. Prompt service— immediate deliveries —assured. 


George La Monte & Son, 61 Broadway, New York. 





BANKING AND COMMERCIAL LAW 


Important Decisions of Current Interest Handed down by State and Federal Courts 
Upon Questions of the Law of Banking and Negotiable Instruments. 


PROOF OF GIVING NOTICE OF 
DISHONOR 


Continental Bank v. Great Lakes West- 
ern Refining Corp., Supreme 
Court of Michigan, 220 
N. W. Rep. 668 


HERE an interested witness 

\X/ testifies in behalf of a bank 

that he mailed a notice of dis- 
honor to the indorser of a note held by 
the bank and the indorser denies ever 
having received the notice, an issue of 
fact as to whether the notice was 
properly addressed and mailed is raised 
and this question must be decided by 
the jury. 

Action by the Continental Bank 
against the Great Lakes Western Re- 
fining Corp. and others. Judgment for 
plaintiff, and defendant James F. Leahy 
brings error. Reversed, and new trial 
ordered. 

FEAD, C. J. Plaintiff had verdict 
of a jury, by direction of the court, 
against all the defendants, in an action 
of assumpsit on a promissory note for 
$2000, due May 10, 1923, executed by 
the Great Lakes Western Refining Co., 
as maker, and the other defendants, as 
indorsers. Defendant Leahy alone 
made defense and here seeks reversal 
on the ground that the testimony 
raised issues of fact for the jury. 

Plaintiff introduced certificate of 
protest of the note on its due date by 
Samuel A. Petty, notary public, then 
assistant cashier of plaintiff and _ still 
connected with it, although the plain- 
‘iff bank is undergoing liquidation. The 
certificate recited due mailing of notice 
of protest to Leahy at his business ad- 

ress. Petty testified that he “sent” 
Leahy notice of protest. Leahy denied 
having received such notice. As Petty 


was not a disinterested notary and wit- 
ness, Leahy’s denial of receipt of the 
notice raised an issue of fact upon 
whether notice of dishonor had been 
duly addressed and mailed. First Na- 
tional Bank v. Star Watch Case Co., 
187 Mich. 224.153 Ni: W. 722; 8 
C. J. 1035. 

Defendant's claim that the note had 
been altered after delivery to plaintiff 
cannot be here considered, as he did 
not raise the issue in the circuit court, 
nor deny execution under oath. Circuit 
Court Rule No. 33; Ensign v. Fogg, 
177 Mich. 317, 143 N. W. 82. Leahy 
further claimed that the note had been 
discharged by a renewal note, not bear- 
ing his indorsement, accepted by plain- 
tiff in payment of the original. The 
testimony on both sides was uncertain 
and discussion would be profitless, in 
view of the opportunity afforded by a 
new trial to produce the books of the 
plaintiff bank or the officers who han- 
dled the transaction to show its history. 

Judgment reversed, with costs to de- 
fendant Leahy, and new trial ordered. 


JOINT ACCOUNT BELONGS TO 
SURVIVOR 


In re Lee’s Administrator, New York 
Surrogate’s Court, 230 N. Y. 
Supp. 558 


A savings account was opened in 
the names of “Joseph T. Lee or Rose 


A. Lee.” The parties to the deposit 
were brother and sister. At the time 
of opening the deposit both signed a 
statement to the effect that the account . 
and its increment were their joint 
property and that the deposit might be 
drawn by either of them or by the sur- 
vivor. Upon the death of Joseph T. 
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Lee, it was held that the sister was en- 
titled to the deposit as survivor. 

Proceeding by the administrator of 
the goods, chattels, and credits of 
Joseph T Lee, deceased, for an inquiry 
under Surrogate’s Court Act, §§ 205, 
206, to discover personal property of 
decedent. Order in accordance with 
opinion. 

SCHULZ, S. This was a discovery 
proceeding, in which no answer was 
interposed. The evidence discloses that 
the respondent received the sum of 
$120 on account of salary due to the 
decedent at the time of his death, but 
that all of this money was used up for 
necessary and legitimate expenses, as 
to which no question appears to be 
made. She also had in her possession 
100 shares of stock of a mining com- 
pany, which she is willing to turn over 
to the administrator, provided the latter 
files a bond in the sum of $500. This, 
I understand, is satisfactory to the 
petitioner, and an order to that effect 
may be entered. 

The real controversy is over a bank 
deposit aggregating $5,029.24 in a 
building loan and savings institution in 
the names of the decedent and the re- 
spondent, his sister, as follows: “Joseph 
T. Lee or Rose A. Lee.” The conten- 
tion by the respondent is that this was 
a joint account, and that the moneys 
evidenced thereby upon the death of 
the decedent became her property. She 
has withdrawn the same and _ rede- 
posited them in her own name. The 
statute upon the subject is subdivision 
3, section 249, of the Banking Law, 
which is as follows: 

“When a deposit shall be made by 
any person in the names of such de- 
positor and another person and in form 
to be paid to either or the survivor of 
them, such deposit and any additions 
thereto made by either of such persons 
after the making thereof, shall become 
the property of such persons as joint 
tenants, and the same together with all 
dividends thereon shall be held for the 
exclusive use of such persons and may 
be paid to either during the lifetime of 
both or to the survivor after the death 
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of one of them, and such payment and 
the receipt or acquittance of the one 
to whom such payment is made shall 
be a valid and sufficient release and 
discharge to such savings bank for all 
payments made on account of such de- 
posit prior to the receipt by such sav- 
ings bank of notice in writing not to 
pay such deposit in accordance with 
the terms thereof. The making of the 
deposit in such form shall, in the ab- 
sence of fraud or undue influence, be 
conclusive evidence, in any action or 
proceeding to which either such savings 
bank or the surviving depositor is a 
party, of the intention of both de- 
positors to vest title to such deposit 
and the additions thereto in such sur- 
vivor.” 

At the time of the opening of the 
account the decedent and the respon- 
dent signed a statement as follows: 


“Joint Account.—It is understood 
and agreed by the undersigned that 
the moneys paid on this account and 
its increment are their joint property 
and may be withdrawn by the sub 
scribers, or by either of them, or in 
case of death by the survivor,” 


—which appeared on one side of a 
card, and also the following recital 
upon the other side of such card: 


“New York, 7/9, 1923. 

“I hereby acknowledge receipt of a 
copy of the by-laws and rules of the 
Serial Building Loan & Savings Institu- 
tion, and assent to same as they now 
exist, and do consent and agree to 
abide by all amendments legally made 
thereto.” 


The bank book contained the fol 


lowing: 


“Accounts may be opened in the 


name of two or more persons. The 
institution will be liable thereon, in the 
event of death, to the survivor only; 
while both are living, payment to either 
shall discharge its liability to both. 
(Continued on page 803) 





Craic B. HazLEwoop 
New president of the American Bankers Association; vice- 
president of the Union Trust Company of Chicago. 


THE FIFTY-FOURTH ANNUAL CONVENTION 
OF THE AMERICAN BANKERS 
ASSOCIATION 


ROM all parts of the United 
Fees they came—almost 5000 of 

the best banking minds in the 
country—to meet in Philadelphia from 
October 1 to 4, and exchange ideas and 
experiences, as they do every year. 
The occasion was the fifty-fourth an- 
nual convention of the American Bank- 
ers Association. 

It is an excellent index of the es- 
sential solidarity of banking that at al- 
most every convention of this kind the 
most important subject which is oc- 
cupying banking thought comes to the 
fore. Like the underlying theme in a 
piece of music, one problem is found 
cropping up again and again in almost 
all the discussions. It was so at the 


Los Angeles convention in 1926, when 
branch banking (as exemplified in the 
McFadden Bill) occupied the center of 
the stage. It was the same at the 
Houston convention last year, when 
the subject of bank failures received 
so much attention. History repeated 
itself in Philadelphia this year, the 
subject for discussion this time being 
the large amount of money which is 
being used for financing speculation— 
‘brokers’ loans.” 

The subject did not come up, of- 
ficially, until the second day of the. 
convention, and then only in most 
guarded terms. Roy A. Young, gover- 
nor of the Federal Reserve Board, ad- 
dressed the general session on October 
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Tuomas R. PRESTON 


Retiring president of the A. B. A., and president of the 
Hamilton National Bank, Chattanooga, Tenn. 


*3 on the subject of “The Banker’s Re- 
sponsibility,” emphasizing the duty im- 
posed on the Federal Reserve System 
to keep the banking structure of the 


country in a healthy condition. To do 
this, he said, there must be constant 
attention that no one line of credit is 
permitted to make undue demands 
upon reserve funds. This statement, 
carefully phrased as it was, was im- 
mediately interpreted by the news- 
papers as a hint that the system will 
take further measures, if necessary, to 
curb the growth of brokers’ loans. 

Nor was the subject allowed to drop 
there. When it came the turn of 
Congressman Louis T. McFadden, 
chairman of the House Committee on 
Banking and Currency, to speak before 
the Clearing House Section, he set 
forth his views in much more vigorous 
terms. A large part of the difficulty 
of the present condition, he believes, is 
due to the amount of money now be- 
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ing loaned on the call loan market by 
individuals and corporations—outside 
the control and regulation of the bank- 
ing system. He suggested the necessity 
of a new law, either to curb such loans, 
or in some way to bring them within 
the control of the regulative authorities. 
Leonard P. Ayres, vice-president of 
the Cleveland Trust Company, Cleve- 
land, Ohio, inferred that this would not 
be necessary. He prophesied, before 
the State Bank Division, that the era 
of speculation is nearing its end; that 
the next few years will witness the 
transition “to a new and more sober 
era,” in which the rewards of business 
and banking will go “to the plodders 
rather than to the plotters, to the cal- 
culators instead of the speculators, to 
the thrifty and not to the shifty.” In 
brief, he believes that the present con’ 
‘dition is generating its own remedy. 
Nevertheless, the convention deemed 
the problem important enough to take 





JoHn G. LONSDALE 


First vice-president of the A. B. A., and president of the 
National Bank of Commerce, St. Louis. 


cognizance of it in the general resolu- 
tions. It proved so knotty that the 
resolutions committee was forced to 
ask for an extra day for drafting it. 
Eventually, however, it went on 
record as believing that “the practice 
of withdrawals from banks by corpora- 
tions and others for the purpose of 
making loans on stock exchange se- 
curities should be limited in some rea- 
sonable manner,” and suggesting that 
depositors co-operate with their banks 
to that end. 


« EDUCATION GETS MUCH ATTENTION 


Another subject that received almost 
as much attention as brokers’ loans was 


the subject of education. Two of the 
three speakers before the general ses- 
sions were college professors, and 
though they did not speak directly on 
that subject, the very fact that they 
Were invited to address the bankers is 


evidence of the high place which edu- 
cation occupies in the opinion of the 
members. 

Education itself received its share of 
the time. The word is used in its 
widest sense, in all its branches. For 
there were addresses on the necessity 
of bank advertising—to educate the 
public in banking and banking prob- 
lems; on the necessity of educating em- 
ployes of the trust department of a 
bank in trust functions; on the neces- 
sity of educating depositors in the cash 
value of a deposit account; and on the 
public education program of the as- 
sociation itself. 

Finally, there was the report of the 
A. B. A. Educational Foundation on 
what the association is doing to educate 
the next generation of bankers. John 
H. Puelicher, president of the Marshall 
and Ilsley Bank, Milwaukee, Wis., and 
chairman of the board of trustees of 
the foundation, reported that, although, 
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Rome C. STEPHENSON 
Vice-president St. Joseph County Savings Bank and president 
St. Joseph Loan and Trust Company, South Bend, Ind., who 
was elected second vice-president of the American Bankers 
Association. 


the total of the $500,000 fund, in- 
augurated at the Golden Anniversary 
convention in Atlantic City in 1925, 
has not been subscribed, the fund is 
now in operation. 

Thirty-eight states have filled their 
quotas. They are: Alabama, Arizona, 
Arkansas, California, Colorado, Con- 
necticut, Delaware, Florida, Georgia, 
Idaho, _ Illinois, Kansas, Louisiana, 
Maine, Maryland, Michigan, Minne- 
sota, Mississippi, Montana, Nebraska, 
Nevada, New Hampshire, New Jersey, 
New Mexico, North Carolina, North 
Dakota, Oregon, Pennsylvania, Rhode 
Island, South Dakota, Tennessee, Utah, 
Vermont, Virginia, Washington, West 
Virginia, Wisconsin and Wyoming. 
Accordingly, 110 loan scholarships have 
already been allocated to higher institu- 
tions of learning in these states. “The 
foundation,” said Mr. Puelicher, “is 
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functioning successfully and in the 
manner contemplated by its sponsors.” 


OLD SUBJECTS ON PROGRAM 


There are some subjects which have 
become almost standard in any con’ 
vention of the association—such, for 
example, as better bank management, 
more equitable taxation of banks, serv 
ice charges and the subject of wills. They 
were found on the program again this 


year. This is as it should be. For it 
takes a long process of education and 
much repetition to drive an idea hoiae 
and get it fully accepted. And these 
ideas are fundamental to good banking. 

It is well that bankers should be re 
minded every year—at least until the 
plan is more generally in force than at 
present—that more safety for them: 
selves and for their communities 1s 
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Roy A. YouNG 


Governor Federal Reserve Board of New York, who spoke 
before the convention on the subject of “The Banker's 
Responsibility.” 


found in the establishment of regional 
clearing-houses to exchange credit in- 
formation and keep all the banks in 
the district in a maximum condition of 
safety. 


It is just as necessary that the fight 


against inequitable methods of tax- 
ing banks and moneyed institutions be 
continued until the public realizes that 
they are not legitimate objects of prey. 
The addresses on this subject before 
the convention furnish thoughtful bank- 
ers with the ammunition by which 
they can carry on the fight in their 
' Own communities. 

It is essential that the service charge 
for small accounts be more generally 
adopted if the large number of bank 
failures is to be cut down and banking 
become the profitable business that it 
should be. Here again, the repeated 
evidences, submitted before the con- 
ventions, that service charges can be 


imposed without the loss of business, 
is helpful to local bankers. 

Finally, American business men can 
only be taught through reiteration that 
the policy of wisdom is to make wills 
while they are yet young and healthy--— 
and not to wait until they are at death’s 
door to protect their families. And 
the banks doing trust business are the 
ones to teach this lesson. 

And so, it is hoped, we will continue 
to see these subjects on the programs of 
conventions in future years, as they 
were this year, until they gain such 
general adoption as to no longer neces- 
sitate discussion. 

SOME NEW IDEAS 

But there were new ideas as well. 
In addition to continuing its effort to 
improve conditions, the convention 
goes forward; it grapples with current 
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J. W. McIntosH 


Comptroller of the Currency, Washington, D. C., who spoke 
before the National Bank Division. 


problems as they appear, in the at- 
tempt to solve them at the outset. 
One of these was brought up by 
R. S. Hecht, president of the Hibernia 
Bank and Trust Company, New Or- 


leans, La. Mr. Hecht called attention 
to the development of chain banking 
in the last few years. Through this 
method, the restrictions put upon 
branch banking by the McFadden Bill 
are being evaded. He estimated that 
over 1000 of the so-called “indepen- 
dent” banks in the United States are 
already included in chain systems. This 
is unfortunate, he added, for “chain 
banking has all of the faults, but by 
no means all of the merits, of branch 
banking.” 

“From ‘chain’ banking to ‘branch’ 
banking is but a short and logical step. 
We are likely to see in the future even 
greater activity on the part of holding 
companies and investment trusts in the 
acquisition of banks in various strategic 
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locations. This will in turn be but the 
prelude to additional efforts to obtain 
legislation to further liberalize branch 
banking practice, and if successful, it 
will be a simple matter to convert the 
various unit banks controlled by the 
chain into actual branches. 

“Under the chain banking system it 
is as easy to acquire control of a state 
bank as it is of a national bank, and 
the problem is, therefore, both a state 
and a national one. In fact, there are 
many who feel that the problem has 
reached such proportions that the Fed- 
eral Government would be justified in 
assuming some sort of supervision over 
all banking institutions or holding com- 
panies doing business outside of the 
state in which they are chartered and 
located. But whatever may be the right 
remedy we shall not solve the problem 
by holding heated debates on the sub 
ject while the growth and development 
of both branch and chain banking go 
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L. T. McFappen 
Chairman of the Committee on Banking and Currency, 
House of Representatives, Washington, D. C., who addressed 
the Clearing House Section on “Dynamic Banking.” 


merrily on. We must look deeper for 
the cause of the problem and try to 
find the remedy.” 

No remedy was suggested, save the 
improvement of the unit banking sys- 
tem, by means of better management, 
more accurate knowledge of costs, serv- 
ice charges, etc. The address was valu- 
able more for the attention it directed 
to the subject than for the constructive 
suggestions to eliminate the evil. 

Two other suggestions were offered 
by Thomas R. Preston, retiring presi- 
dent of the association, in his address 
(which is printed in full elsewhere in 
this issue). 

The first was that the time has come 
to organize an International Bankers 
Association, to cover the banking 
world, just as the American Bankers 
Association serves the United States. 
Bankers and investors in this country 
have now loaned so much in various 


foreign countries that it behooves them 
to learn more about foreign banking 
methods and foreign bankers. More- 
over, the development of rapid means 
of transportation and communication 
has brought all nations so much closer 
together that financial disturbances in 
one country are quickly felt in all the 
others. More co-operatisn and under- 
standing would work to the advantage 
of all. It would, therefore, be a wise 
and helpful procedure, Mr. Preston 
believes, to hold a meeting of the 
prominent bankers of all nations, in 
one of the principal financial centers of 
the world every two or three years, to 
talk over common problems and difh- 
culties. 

Second, he recommended that the as~’ 
sociation begin the consideration of 
acquiring a permanent home for the 
executive offices. By this means it 
would not only acquire a_ residence 
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“New Investment Program for a New Economic Era.” 


worthy of its dignity, but would also 
eliminate rent charges, and probably 
provide some extra revenue, which 
could be paid to the Educational 
Foundation. 


UNUSUALLY GOOD ENTERTAINMENT 
PROGRAM 


All this work was interspersed with 
good times. Holding the convention in 
Philadelphia made possible a more than 
usually interesting entertainment pro- 
gram. As each delegate registered, he 
was given a book of tickets. These 
tickets entitled him to bus tours to 
the points of historic and other in- 
terest in Philadelphia; to a seat at any 


of the theatrical attractions then in 
the city; to the smoker at the Phila 
delphia “Arena” where three boxing 
bouts were put on, along with some 
excellent vaudeville; to a special con- 
cert of the Philadelphia orchestra; to 
the grand ball; and to entry in the 
golf tournament. In addition, there 
was a fashion show, exclusively for 
women, and an afternoon tea. 


SAN FRANCISCO NEXT YEAR 


The association accepted the invita’ 
tion of the San Francisco Clearing 
House Association, to hold the next 
convention in ‘that city during the 
week of October 14, 1929. 
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Charlottesville, 


Democracy.” 


THE GENERAL SESSIONS 


Excerpts from the addresses given at the general sessions of the convention are in- 


cluded in this article, as follows: 


“The Strength of Democracy,” by Dr. Edwin A. 


Alderman, president of the University of Virginia; “The Banker’s Responsibility,” by 
Roy A. Young, governor of the Federal Reserve Board; and “Upholding the Hands of 
Moses,” by H. L. Russell, dean of the College of Agriculture, University of Wisconsin. 


NE address on politics and two 
() on economic science constituted 

the bulk of the program when 
the bankers met together in the Academy 
of Music at Philadelphia for the general 
sessions of the convention. 

This part of the yearly conclave differs 
from the rest in its broader vision and 
purpose. In the divisional meetings, in- 
dividual banking problems are con- 
sidered—matters of banking technique 
leading to reduced costs, more business, 
larger profits. They are the parts of 
the convention which have what is called 
“practical value.” 


But at least three times during every 
such gathering, all the members meet 
together to hear thoughtful men discuss 
with them some larger subjects—subjects 
in which every good citizen of the world 
should be interested, whether they affect 
him directly or not. 

This year the topics were: whether 
democracy can survive in an industrial 
civilization; the place of the Federal Re- 
serve System in our banking structure; 
and the real cause and cure for the farm 
problem. It should be said that, in this 
writer’s opinion, the amount of careful 
thought and the practical suggestions 
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contained in these addresses place them 
among the best delivered before the 
association in the last several years. 


DEMOCRACY’S WEAK POINTS 


Dr. Edwin A. Alderman, president 
of the University of Virginia, began his 
address on “The Strength of Democ- 
racy” by listing its weak points. He 
described democracy as “not alone a 
political system under which the ma- 
jority rules. It is a philosophy of life, 
a sort of social religion under which 
every man has the right and the chance 
to make the most of himself. . . . There 
is a root idea in the matter which claims 
for all sorts of men, high and low, 
strong and weak, rich and poor, a 
certain invisible sanctity or dignity 
which must be respected’ and nurtured.” 

But, “the theory of democracy, which 
alone among human movements, except 
perhaps natural science, has had no set- 
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back for over a century, is now being 
snarled at and denounced by vivid per- 
sonalities and mighty forces, and once 
again is by way of being submitted to 
a merciless cross examination by the 
mind and spirit of mankind.” 

It may as well be conceded, therefore, 
at the outset, that democratic society has 
its weaknesses: 

1. A disregard of obedience as a 
virtue too closely allied to servility. 

2. A disregard of discipline as smack- 
ing too much of docility. 

3. An impatience with trained techni- 
cal skill as seeming to affirm that one 
man is not as good as another. 

4. A crass individualism which tends 
to exalt self and its rights above society 
and solemn social obligation to co 
operate for the common good. 

5. An impulse to standardization 
which threatens to substitute quantity 
and mass production for quality and 
excellence. 





WiLiiamM P. Gest 
Chairman of the board of the Fidelity-Philadelphia Trust 
Company, Philadelphia, who spoke before the Trust Com- 
pany Division. 


“The central flaw of democracy, how- 
ever, is that it does understand and 
sympathize with the soul of man, and 
is so sympathetic with the desire for 
personal freedom and self-direction and 
so opposed to force as a moulding agent 
that it has not yet found the binding 
thread by which self-government and 
good government become one and the 
same thing.” 


WHAT DEMOCRACY HAS ALREADY 
ACCOMPLISHED 


Nevertheless, Dr. Alderman asserted, 
“democracy, however it may muddle, 
has the capacity to pull together and 
keep together in emergencies better. than 
dictatorships, and this, after all, is the 


supreme test. There is in the demo- 
cratic system a self-adjusting quality al- 
most automatic.” 

And, though it is not all its pro 
ponents dreamed it would be, democracy 


is not a failure. That is evident from 
a tabulation of some of the accomplish- 
ments of American democracy. It has 
abated sectarian fury. It has abolished 
human slavery. It has protected and 
enlarged manhood suffrage and estab- 
lished womanhood suffrage. It has miti- 
gated myriad forms of social injustice. 
It has given birth to and introduced 
into the realm of practical politics a 
new philosophy, which treats society as 
an organism and studies it. It has de- 
veloped a touching and sublime faith 
in the power of education. It has in- 
creased kindness and gentleness in social 
relations. It has conquered and civilized 
a vast continent. It has fought four 
wars and reduced to absurdity the claim 
that democracies cannot make war by 
never losing one It has made itself such 
a symbol of individual prosperity that 
men gravely predict the disappearance 
of poverty from our life. It has per- 
mitted and fostered the growth of a 
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public press of gigantic power. It has 
developed a social consciousness and a 
volunteer statesmanship among its citi- 
zens. 

“What monarchy or autocracy has 
ever done a tithe as much?” he asked, 
triumphantly. 


MORE EDUCATION WILL HELP 


Attacks on democracy are to be ex- 
pected and should be welcomed. It has 
its faults and patriotic men should seek 
to discern and eradicate them “but the 
main issue remains untouched, which is 
that democracy, refined and improved 
as generations succeed each other, is the 
earthly hope of man in society and 
government.” 

In order to organize a democracy, we 
must organize its soul and give it power 
to create its own ideals—not announce 
them and publish them in bulletins, as 
in an autocracy. This can be done 
“through better training in our schools, 
a keener search for excellence in indi- 


viduals and a return to the conception 
of public duty which guided the sword 
and uplifted the hearts of the founders 


of the republic. The right to vote, for 
instance, implies the duty to vote right; 
the right to legislate, the duty to legislate 
justly; the right to judge about foreign 
policy, the duty at least to know some- 
thing about it; the right to come to 
college, the duty to carry oneself hand- 
somely in college. Our youth must be 
taught to use their senses, to reason 
simply and correctly, and from exact 
knowledge thus brought to them, to at- 
tain sincerity in thought, good taste in 
living, and judgment in action.” Thus 
shall we make democracy truly success- 
ful and stronger than ever. 


THE RESPONSIBILITIES OF A BANK 


Coming abruptly back to more fa- 
miliar ground next day, Roy A. Young, 
governor of the Federal Reserve Board, 
spoke on “The Banker’s Responsibility,” 
Presenting his conception of the duty of 
the American banking system as a whole. 

Beginning with the individual bank, 
he listed its responsibilities as three: 


751 


1. Responsibility to its depositors, 
who have entrusted it with funds and 
are entitled to receive them either on 
demand or on dates stated in their de- 
posit contract. 

2. Responsibility to its stockholders, 
who have contributed capital to the 
enterprise and are entitled to as large 
a return on this capital as can be ob- 
tained by safe and legitimate use of the 
funds. 


C. Appison Harris, Jr. 


President of the Franklin Trust Com- 
pany, Philadelphia, and one of the 
hosts to the convention. 


3. Responsibility to the community in 
which it is located and from which it 
derives its deposits. 

The Federal Reserve banks enter this 
picture as co-operative enterprises among 
banks for the purpose of taking care of 
seasonal and emergency needs for credit 
and currency. They prevent excessive 
strains by lending the support of the 
financial strength of the entire system 
to the needs of any community which 
requires or is entitled to it. ‘ 

To do this, the system must see to 
it that there is no shadow of doubt cast 
upon the validity of its note issues nor 
on the safety of its own deposits, which 
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are the reserves of other banks. And 
since both of these are based. ultimately 
on gold, it is, therefore, a responsibility 
of the Federal Reserve System to shape 
its policy in such a manner as to protect 
its gold reserves against too rapid de- 
pletion. 


ADMITS SOME CONTROL OF CREDIT 


“The system has also a measure of 
responsibility for the rapidity of the 
growth of bank credit.” Through its 
discount and open market rates and 
open market operations in Government 
securities, it has an influence toward 
easier or tighter conditions in the money 
market. All loans and investments of 
the member banks result in the creation 
of deposits. These increase reserve re- 
quirements, and when reserve require- 
ments are met by rediscounting, reserve 
policies and rates begin to be effective. 
“It is a mistake, therefore, to assume 
that only one or another class of loans 
or investments may be supported by the 
Reserve banks, while other classes of 
loans and investments may not. 

“Since the Federal Reserve banks 
furnish the basis of credit growth in 
any field, whether it be commerce, in- 
dustry, agriculture or the trading in 
securities, the Reserve system feels con- 
cern about excessive growth in any line 
of credit. When too rapid growth in 
any line threatens to upset the financial 
structure of the country, and make un- 
due demands on the reserve funds which 
should be conserved for the legitimate 
use of the country’s business, the Re- 
serve system can properly use its influ- 
ence against these undesirable develop 
ments.” 

The Federal Reserve System, he con- 
cluded, is responsible for a healthy 
banking situation in the credit structure 
as a whole. And this job alone “is sufh- 
cient to require our best efforts in the 
determination of the wise course of 
action. This is one of the reasons why 
it would be unfortunate if the Federal 
Reserve System were to be charged with 
still further responsibilities which are 
not directly related to banking, such as 
responsibility for the stability of the 
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general price level or for the moderation 
of ups and downs in business conditions 
....A healthy banking situation is 
the best guarantee of a healthy economic 
development in so far as it depends on 
the use of bank credit....In my 
opinion, the country’s entire banking 
system, from the smallest country bank 
to the greatest financial institution—and 
this includes the Federal Reserve System 


© ricnero T. DOONER 
JoHN H. Mason 


President of Bank of North America 
and Trust Company, Philadelphia. 


—can best discharge its public respon- 
sibility by concentrating its effort on the 
maintenance of sound banking condi- 
tions.” 


THE SEARCH FOR A PANACEA 


The title, “Upholding the Hands of 
Moses,” gives ‘little indication of the 
subject matter of the address of H. L. 
Russell, dean of the College of Agri- 
culture, of the University of Wisconsin. 
In a vague sort of way he tied up the 
Biblical story of the battle between the 
Children of Israel and the Amalekites 
with a thoughtful and thorough “‘inter- 
pretation” of the agricultural difficulties 
in the United States today: ~The con- 
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nection is not important. But what he 
had to say on farm problems is: 

“Everyone is looking for a remedy 
for the agricultural troubles,” he began, 
“but to this problem there is no uni- 
versal panacea for the fundamental 
reason that American agriculture is not 
a single industry like the making of 
shoes or steam engines, any more than 
the American people are a single racial 
stock. . . . Why expect a remedy that 
can be universally applied? Patent 
medicines that will cure all the diseases 
that flesh is heir to bring a good price 
and find a sale where ignorance and lack 
of appreciation of medical science yet 
obtain, but with intelligent and think- 
ing people they are passed by for the 
services of the medical clinic. 

“The basic difficulty with agriculture 
is a lack of adjustment between what is 
produced and what is consumed.” This 
may be considered either as a problem 
of overproduction or underconsumption. 
The lack of adjustment is due to a 
number of things, among them the 
changing food habits. The fashion of 
slenderizing, the desire for a streamline 
waist, is bad for the American farmer. 
The wide use of the automobile has 
lessened the necessity for heavy foods, 
while greatly modifying our other needs 
—decreasing the amount of leather 
needed for shoes and increasing the 
amount of rubber necessary for auto- 
mobile tires. 

Another cause is the fact that agri- 
cultural production is increasing faster 
than population. In the last four years, 
it has grown 14 per cent. while popula- 
tion has increased only 9 per cent. 
Production has expanded enormously 
with the application of power and ma- 
chinery to farm work. Finally, a part 
of the problem is due to the difficulty 
of controlling crop production by any 
concerted means, so long as the farms 
are owned by more than 6,000,000 
independent individuals. 


TO EQUALIZE THE SITUATION 


After thus describing the problem (or 
problems) and its cause (or causes) 


Dean Russell proceeded to “indicate 
some ways which might possibly serve 
to equalize the status of the farm with 
other phases of industry and business.” 

First of all, “Congress might uphold 
the hands of Moses by refraining from 
further extension of reclamation pro- 
jects until at least population needs in 
those sections economically warrant their 
development. . . . Irrigable areas in the 
West that are now provided with water 
but without farmers show over 7,000,- 
000 acres of unused land ready for the 
plow, but no one on the land 
Drainage enterprises have also been de- 
veloped far in advance of economic 
needs. The United States Department 
of Agriculture recently reported that 
less than 40 per cent. of the lands al- 
ready drained in the Mississippi Valley 
and the South Atlantic states are actu- 
ally in cultivation.” 

Again “in the development of a more 
rational land policy, the relation of 
timber growing to farming should be 
much more closely correlated than has 
been done in the past. . . . Millions of 
acres of our sub-marginal lands that are 
too rough, stony, or unsuitable for farm- 
ing should be growing our timber for 
future needs.” Thus not only would 
the farm surplus be relieved, but also 
our timber supply would be increased 
and recreational facilities provided for 
the increasing number of our people 
who love the out-of-doors. 

“One of the most effective ways in 
which the hands of farm leadershiz 
could be strengthened would be a non- 
political, non-emotional, critical study 
of the problems of taxation, with the 
object in view of placing this important 
and necessary attribute of government 
on a sound and modern basis.” Too 
large an amount of our taxes, he said, 
are levied on real estate. Even if this 
were not so, simply on the basis of 
ability to pay (a sound basis for taxa- 
tion) the tax burden on the farmer 
should be reduced. “Naturally, opposi- 
tion to any change will come from those 
on whom the burden is now relatively 
lighter than it is on real property, but 

. some day America will solve this 
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problem in the light of twentieth 
century ideas.” 

Finally , the farm business is now 
suffering from over-capitalization of its 
plant. “The charges imposed through 
a rise in land values have laid an exceed- 
ingly heavy burden on this’ industry. 

Drastic as it may be, American 
agriculture may have to recognize in 
the future that it is futile to expect that 
farm land valuations can wisely again 
approach war time levels. . . . Ulti- 
mately and permanently, land values 
must reflect the relative profits after 
fixed charges are met... . Railroads 
and factories not infrequently have to 
undergo a financial reorganization in 
which the capital structure has to be 
reduced to what the business can actu- 
ally earn... .I shall not be accused 
of undue optimism in proposing this 
method as one of the ways in which 
the future of agriculture can be steadied. 
.. . But it would mean much for the 
permanence of American agriculture 1f 
we could get out of the public mind the 
idea that agricultural prosperity is de: 
pendent in a large degree on marking 
up the price of land. 

“With ‘ reasonably cheap money, 
where interest charges have to be met;” 
Dean Russell concluded, “with reason- 
able adjustments in taxes that are sufh- 
ciently elastic in their imposition to 
meet the fundamental principle that the 
cost of government should be met 
primarily on the basis of ability to pay; 
with a capital structure that reflects 
earning power rather than inflated and 
unearned increment in property values, 
the human element in farming is in a 
better position to enjoy the fruits of its 
labor on the basis of a better labor in- 
come, just as the human equation in the 
industrial world has within the last 
decade received relatively a higher re- 


ward for its service than was formerly 
its: wont.” 


THE NEW OFFICERS 


At the close of the convention, the 
following officers were elected to serve 
for the ensuing year: President, Craig 
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B. Hazlewood, vice-president Union 
Trust Company, Chicago; first vice- 
president, John G. Lonsdale, president 
National Bank of Commerce in St. 
Louis, and second vice-president, Rome 
C. Stephenson, vice-president St. Joseph 
County, Savings Bank, South Bend, Ind 

A part of the ceremony of installa- 
tion of new officers each year is the pre- 
sentation of a token of esteem from the 
membership of the association to the re- 
tiring president. This year Walter W. 
Head, an ex-president himself and presi- 
dent of the Omaha National Bank, 


Omaha, Neb., made the customarily eu- 


FRANK M. Harpt 
Vice-president of the Fidelity-Phila- 
delphia Trust Company, who was 
chairman of the convention golf 

committee. 


logistic speech, at the end of it present- 
ing'Mr. and Mrs. Preston with a hand- 
some tea set. 


NEW PRESIDENT’S RECORD AND PROGRAM 


The biography of the new president, 
Craig B. Hazlewood, does not make a 
long story. Like that of most busy men, 
it can be packed into a few paragraphs. 

He was born on May 7, 1883, at East 
Aurora, N. Y. Obeying the injunction 





After Two Years’ Steady Growth 


10,074 Checking Accounts 
12,562 Safe Deposit Rentals 
26,427 Saving Fund Accounts 
7,148 Christmas Club Accounts 
3,459 Wills Drawn without charge 


4,888 Personal Loans without collateral 


Mitten Bank is serving the worker, the professional 
man or woman, the small merchant, in a way which 
does not compete with but supplements the work of 
other banks: it aims to extend a complete banking 


service not ‘heretofore available to the depositor of 
moderate estate... 


MITTEN 


Men & Management 


BANK 


€ Trust Company 
PHILADELPHIA 





= nanannnanacneececneneanea 





THE BANKERS MAGAZINE 


to “Go West, young man,” after he 
had finished his course at Lewis Insti- 
tute, he went to the University of 
Chicago. 

His first job, after being graduated 
from college, was as a messenger for 
the Commercial National Bank, Chi- 
cago. Later he became advertising man- 
ager for the Union Trust Company and, 
after that, manager of the credit depart- 
ment. In 1910, after he had organized 
the new business department, he was 
admitted to the official family as assist- 
ant secretary. 

Through his next post, assistant to the 
president, he advanced to his present 
position as vice-president in 1917, and 
was made a director in 1921. He is 
also chairman of the board of the Lake 
Shore Trust and Savings Bank of 
Chicago. 

Mr. Hazlewood has long been active 
in the American Bankers Association, 
principally known for his persistent 
propaganda in favor of regional clear- 
ing houses, account analysis and better 
bank management, on which subjects 
he has become one of the leading 
figures. 

It was characteristic, therefore, that 
he should take advantage of his address 
accepting the presidency to announce 
that his administration would empha- 
size “the study of all phases of bank 
technique and the dissemination of in- 
formation regarding standard practice 
and efficient and profitable bank op- 
eration.” For, said he, “we must make 
every effort to develop and apply the 
science of management in the banking 
business.” 


A BANKER WHO STARTED AT THE TOP 


John G. Lonsdale’s biography, also, is 
a short one. He differs from most of 
the officers of the A. B. A., who usually 
pride themselves on having started at 
the bottom. Mr. Lonsdale started at the 
top. 

He was born on April 4, 1872, in 
Memphis, Tenn., and educated at St. 
John’s Military Academy, Manlius, 
N. Y. Later he attended college in 
Baltimore, Md. Finishing school, he 
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went into the brokerage business, and 
established his own firm in New York. 

His first commercial banking job was 
the one which he now holds, president 
of the National Bank of Commerce in 
St. Louis. Mr. Lonsdale is also director 
of the Federal Reserve Bank of St. Louis. 


ROME C. STEPHENSON 


Rome C. Stephenson first became 
associated in the work of the American 
Bankers Association in 1909, as a mem- 
ber of the executive committee of the 
Savings Bank Division. The next year 


he was appointed chairman of the execu- 
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tive committee, and later was chosen 
vice-president and president of the divi- 
sion. He was a member of the A. B. A. 
Council from Indiana in 1918 and was 
a member at large of the executive coun- 
cil during the regimes of President Knox 
and President Puelicher. 

Mr. Stephenson has also been active 
in the Indiana Bankers Association, serv- 
ing as both vice-president and president. 
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Main Office 
Equitable Building, 120 Broadway, New York 


Fifth Avenue Office Hudson Office 
Empire Trust Company Building Metropolitan Opera Building 
580 Fifth Ave., cor. 47th St. 1411 Broadway, cor. 39th St. 


London Office 
28, Charles Street, Haymarket, S. W. 


CONDENSED STATEMENT OF CONDITION AT THE 
CLOSE OF BUSINESS, SEPTEMBER 28, 1928 


ASSETS 
Cash in Vault and Banks $18,180,866.92 
Government and Municipal Bonds 8,710,914.67 
Railroad and Other Bond and Stock Investments .. 10,598,117.01 
Street and Demand Loans 41,600,062.67 
Time Loans and Bills Purchased 13,364,368.04 
Bonds and Mortgages 966,109.53 
Customers’ Liability on Acceptances 21,534.88 
Accrued Interest Receivable and Other Assets .... 696,123.16 


$94,138,096.88 


LIABILITIES 
Capital Stock $6,000,000.00 
Surplus and Undivided Profits* 8,764,988.48 
Acceptances 21,534.88 
Reserved for Accrued Interest, Taxes, etc. ........ 404,217.58 
DEPOSITS 78,947,355.94 


$94,138,096.88 
*After payment on September 28, 1928, of 84th regular quarterly dividend, 
3 per cent., amounting to $180,000.00. 
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THE PRESIDENT’S ADDRESS 


By THomas R. PRESTON 


when the public was so inter- 

ested in financial matters as it is 
today. There has never been a time 
when it required more advice on the 
part of the banks than now; never was 
a wider range of information so neces- 
sary to the successful banker as at the 
present time. 

Mighty changes in the social and 
business life of the American people 
have occurred in the last twenty years, 
the like of which no other generation 
ever experienced, due in part at least 
to scientific discoveries and inventions. 
The inventive genius of man has never 
been so busy as in the last twenty 
years. The real purpose of the Amer- 
ican Bankers Association is not only 
to serve its members but to enable 
them to better serve the public. It is 
in a way the research department for 
all the banks in the United States. 

In 1921 there were 30,813 banks 
in this country. By consolidations, 
failures and other causes they have 
gradually declined in number until 
there are now about 27,000. Every 
thoughtful person realizes that it is 
far better for the public that we have 
fewer and larger banks, which can at 
all times render adequate service, rather 
than a multitude of little ones strug: 
gling for existence. This view has ap- 
parently been accepted by the Comp- 
troller’s office, as well as by the com- 
missioners of banks in the various 
states. The records of the Comp- 
troller’s office show that more than 
one-half of the applications to organ- 
ie national banks are now declined. 
This association has stood for larger 
and better banks everywhere. We 
need more banks with capital of from 
fifty to one hundred thousand dollars 
substituted for those with capital of 


"Toten has never been a time 


from ten to twenty thousand dollars. 
A dollar does not mean now what it 
used to mean. 

The American Bankers Association 
has tried to promote a spirit of co 
operation among banks everywhere. 
There are two regional clearing-houses 
now in operation, with every indica- 
tion that they will be ‘successful and 
many more may follow. These are 
not only helpful to the members, but 
are a decided advantage to their com- 
munities. Primarily the public is in- 
terested in sound banks. Everything 
else is secondary, and an_ institution 
that does not earn a reasonable profit 
cannot long remain a sound bank. 
Some banks are learning that they are 
not benevolent institutions and _ that 
they should charge for actual service 
rendered the same as every other in- 
stitution. 


NEW TYPES OF BANKING 


There has also arisen in the last 
twenty years a new type of banking, 
known as branch banking. There are 
now more than 900 branches of na- 
tional banks, and possibly twice that 
many state banks’ branches, or a total 
of somewhere between 2700 and 3000, 
against practically none twenty years 
ago. 

More recently there is still another 
type, called group banking, where 
ownership of a number of institutions 
has been joined in a holding company. 
To what extent these two types will 
further encroach upon the independent 
units time alone will tell. The de- 
termining factor will be what is best 
for the public and so far as my ob- 
servation goes the public has offered 
little if any protest to these new types 
of banking. It should be remembered, 
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Home of the Franklin Trust Company, Philadelphia. 


however, that the independent unit 
has been a powerful factor in the 
growth and development of this coun- 
try. 

The continued concentration of 
banking resources in the centers may 
seriously affect many of the indepen- 
dent banks. One of the chief reasons 
for this concentration is the improved 
highways and marvelously improved 
methods of transportation and com- 
munication which have taken place in 
recent years. These changes are not 
alone in banking; they are in many 
other lines, notably in merchandising. 
Few things have grown more rapidly 
in this country than chain store sales. 

The resources of all the banks in 
the United States have gained more 
than 300 per cent. in less than twenty 
years, and this movement has con- 
tinued to gather momentum in the last 
few years, although since 1921 the 
number of banks has decreased over 


3000. The total resources are now 
slightly less than seventy billion dol- 
lars, a sum never before reached in this 
or any other country. The member- 
ship of this association represents 
about 90 per cent. of the resources 
of all the banks of this country. 
Never before has the public owned 
so large an interest in the banks as 
now. Ownership of banks by the few 
is passing to the many. Stocks of 
banks as well as other corporations 
were never so widely distributed as 
now. Anyone who desires to do so 
can own stock in any of our great 
banks or any of our other great insti- 
tutions. The standards in banking as 
well as everything else are on a higher 
plane today than ever known before. 
As banks are public institutions they 
should go more than half-way to meet 
public requirements. Appreciating this 
responsibility, many of the great 
financial institutions now have depart- 
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How Critical Are You? 


ARE you less critical of the ser- 
vice you receive than of the 
service you render? 


Probably you are, for the banker 
today yields to no one in his de- 
mand for painstaking, individual at- 
tention to those whom he serves. 


You are entitled to the same high 
type of service from your correspon- 
dents that you extend to your own 


depositors. On that basis, this 
Company invites your business and 
will be glad to render any assistance 
possible. 
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Morgase (Slrust Company 


New York 
Capital and Surplus $10,000,000 


Main Office, 55 Cedar Street 
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ments rendering complete service to 
their smallest customers, and this is a 
splendid tribute to the wisdom of the 
management of the banks of this coun- 
try, as a small man is just as much en- 
titled to financial consideration as the 
largest corporation. A man can now 
borrow one hundred dollars from great 
Wall Street banks, or open an account 
with most of the great banks of the 
country with five dollars. Bankers 
are the one class of people which touch 
life at every angle. 

Due to the cumulative efforts of 
years of constructive work, the affairs 
of the association never operated more 
smoothly or functioned more efficiently 
than they have for the last twelve 
months. This is not only true of the 
staff, the seven sections and divisions 
and various committees, but is like- 
wise true of the executive council and 
all its committees and commissions. 
Our staff now numbers about eighty 
people, we have 705 serving on com- 
mittees and our annual income is in 
excess of $800,000. The financial af- 
fairs of the association were never in 
better condition. 

May I take advantage of this op- 
portunity to thank all these, as well as 
the membership, for their co-operation 
and kindness to me, and for those who 
may in the future be president of the 
American Bankers Association I can 
wish nothing better than that the mem- 
bership of this association will show to 
them the same kindly consideration 
they have so generously shown to me. 


SUGGESTS INTERNATIONAL BANKERS 
ASSOCIATION 


I have two recommendaticns: 

First: I would recommend the 
forming of an international bankers 
association. It seems to me it would 
be impractical to have any other kind 
of an association except a delegated 
one. Such an association would not 
only help us solve financial and indus- 
trial problems, but would bring to the 
world a better understanding of the 
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problems and difficulties which beset 
every country, and would undoubtedly 
make for a more cordial and sympa- 
thetic understanding between the coun- 
tries of the world. If the United 
States is to maintain its financial and 
industrial supremacy it must continue 
to lend, invest and sell abroad on an 
ever-increasing scale. Foreign business 
to us will be more important in the 
future than it has been in the past. 
We are now so closely related to other 
countries that what affects one section 
of the world in turn affects us all, and 
it seems to me it would be desirable 
to have a meeting of representatives of 
all the banks of the world at some con- 
venient point like New York, London, 
Paris or Berlin, at intervals of from 
two to three years. Our investments 
in foreign securities have not always 
been desirable, and this international 
association might bring a better under- 
standing of credit conditions and the 
wants and needs of all countries. The 
American Bankers Association, I think, 
should take the initiative in inviting 
such a conference, not in a patroniz- 
ing way, but in full recognition of the 
fact that this would be mutually bene- 
ficial to all, and that other countries 
might help us quite as much as we 
could help them. 

Second: I believe the association 
should have a permanent home. In a 
few years the financial affairs of the as- 
sociation should be in such shape that 
a permanent home could be provided. 
The net income from this home, ex- 
cept free rent for the association, could 
go into our educational fund. This 
would give stability and prestige to 
the association which does not now 
and never can exist in a rented build- 
ing. 

The changing character of the earn- 
ing assets of banks of this country is 
one of the notable trends of the times. 
The percentage of commercial borrow- 
ings has relatively decreased in recent 
years, compared with very large in- 
creases in investments in bonds and 
loans upon industrial securities. 
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Select An 
Executor of Unquestioned 


Dependability 





When you appoint this Company as Execu- 
tor under your Will you place in charge of 
your Estate an organization which has been 
in business since 1875, which has handled 
hundreds of Estates, and which has a per- 
sonnel composed of specialists in Estate and 
Trust business — an Executor of 
unquestioned dependability. 





Thus you assure successful ad- 
ministration for your estate. 


Charles E. Rogerson, President 
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Our Safe-Deposit Vault 
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‘New England. Sixty 


-..» al i 
coupon rooms eliminate “Silty 
malta 7) 


waiting and afford com- = 
plete privacy. Some 
rooms comfortably ac- 
commodate ten or more 
persons. 
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REAL REASON FOR HIGH MONEY RATES 


There is a real reason for high rates 
for money throughout the country, 
the chief reason being the fact that 
we have exported in less than twelve 
months gold equal to our net imports 
for the previous four years; another is 
the ever-increasing demand for credit. 
For the first time in the history of this 
country the whole nation is trading 
in stocks and bonds. Some authorities 
estimate that there are now thirty 
times as tnany security-holders as there 
were fifteen years ago. There has been 
a great discussion throughout the coun- 
try in recent months of what are 
termed “call loans.” We seem, how- 
ever, to lose sight of the fact that the 
ratio of call loans to the market value 
of securities listed upon the New York 
Stock Exchange has varied but little 
in three years. In the spring of 1926 
these loans reached the highest point, 
representing approximately 104% per 
cent. of the market value of all se- 
curities listed upon the big board. The 
lowest was in September, 1927, when 
the ratio was approximately 8 per 
cent. In June, 1928, when the Federal 
Reserve banks first began to increase 
their rate of interest, the ratio was less 
than 94 per cent. The increase in 
interest rates and the attempt to curb 
speculation has of course caused higher 
rates for business and agriculture, but 
viewed impartially the action of the 
Federal Reserve System in attempting 
to curb speculation has been fully justi- 
fed. Nothing would be more un- 
fortunate than to have a period of un- 
due inflation. 


THE BUSINESS SITUATION 


Business has been unevenly expanded 
but on the whole the year 1928 will 
prove a satisfactory year and the vol- 
ume of business will likely be larger 
than for 1927. The nation’s wealth is 
being enormously increased. All busi- 
hess is learning’ efficient methods. Mass 
production and efficiency has put mil- 
lions of automobiles, radios, electric 


lights, telephones and other conven- 
iences in American homes. The sav- 
ings of the people are also constantly 
increasing. Our transportation facili- 
ties were never equal to what they 
are today. All of these have had a 
direct bearing upon the banking busi- 
ness of the country. The service the 
railroads and other transportation 
agencies are rendering the people has 
released a vast amount of capital 
which was once tied up in large in- 
ventories. There is no such thing now 
as a car shortage. 

According to Government figures 
there is a net shifting of more than a 
million of our people annually from 
the farms to the towns and cities, yet 
there is an over-production in agri- 
culture in nearly every line. The 
capacity of man has been multiplied 
on the farm as everywhere else. We 
are in a way living in a new America. 
Past experiences now mean little to us, 
and there is one trend that is decidely 
noticeable—we are coming to the era 
of mergers and combinations, the like 
of which we have never known be- 
fore. We now have but few institu- 
tions with capital structures running 
into the billions of dollars. If the 
trend continues, a generation hence 
we will have those running into tens 
of billions of dollars. The one thing 
to be considered above all others in 
this connection is what is the best for 
the public, and can these larger units 
render better service than a multitude 
of small ones? Neither must these 
mergers come too fast for public un- 
derstanding. 

We as a people have completely 
reversed our position on these matters 
in the last few years. Most of us can 
remember when the Government pre- 
vented the consolidation of what were 
known as the James J. Hill Railroads, 
and by threats prevented a similar con- 
solidation of what were known as the 
Harriman Lines. Now Congress is 
trying to bring about a consolidation 
or grouping of the railroads, forcing in 
a way the very thing it tried at. one 
time to prevent. Along prudent lines 
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consolidations and trade understanding 
make for efficiency and better service 
to the public. Ruinous competition 
has in the end always been harmful. 
Mergers and trade agreements may 
solve many of our industrial ills. These 
remedies should be applied to the coal 
industry, as well as to others, and the 
public would be far better off than it 
is now. 
NEW ERA IN POLITICAL LIFE 

It seems to me we are also coming 
to a new era in our political life. 
There will be no disturbance of legiti- 
mate business, either large or small, 
regardless of which party wins the 
Presidency in the coming election. 


Politicially, as well as in many other 
ways, business and the masses seem to 
have gone into partnership, and now 
have a more sympathetic undestand- 
ing and a more co-operative spirit than 
ever before; both are recognizing that 
their interests are inseparable, what 


benefits one will benefit the other. In 
times past certain political leaders tried 
to create the impression that business 
was a thing separate and apart from 
the interest and welfare of the masses. 
Those leaders then instilled into the 
minds of the public hopes and aspira- 
tions which could never be realized 
and only ended in bitter disappoint- 
ment. The public can and does own 
most of the big institutions of this 
country. The greatest friend of labor 
today is business. Labor would have 
few opportunities in this country ex- 
cept for that, and the greater the sup- 
ply of capital, the greater the oppor- 
tunity for labor. 

On, behalf of the association I want 
to extend our thanks to the bankers of 
Philadelphia for their kindness. They 
seem to have left nothing undone for 
the comfort of the delegates and the 
success of this convention. It has been 
over fifty years since this association 
met here. There are none present now 
wha were here then, and there are few 
living who were members at that time. 

Clustered about this great city are 
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memories of our early financial struggles. 
The first savings bank ever organized 
in this country was organized here; the 
first bank to receive a charter when 
our national banking system was 
adopted was in Philadelphia; here the 
First United States Bank was formed; 
here the Second United States Bank 
was organized, and here it had its 
tragic end; here the Revolution was 
financed. From all these early and 
sometimes unhappy experiences we 
have progressed, until now we have the 
Federal Reserve System, conceded by 
all to be the best banking system in 
the world. It is about as nearly com- 
plete as a financial system could be, 
and no major financial legislation now 
seems necessary. 

But in a larger way there clusters 
about Philadelphia, grown to be one 
of the great cities of the world, the 
memories of the struggles and triumphs 
out of which this Republic was born, 
for it was here the colonies received 
the final message of the King, and it 
was here they gave their final answer— 
the Declaration of Independence. Then 
years of struggles and sacrifices, and 
finally a recognition of our indepen- 
dence, and at last our Constitution. 
There was created here the greatest 
nation upon earth—the United States 
of America. From that day until this, 
our achievement as a nation has been 
as romantic as any story of fiction ever 
written. Unemotional indeed is he 
whose patriotism would not be stirred 
by a review of the achievements of this 
country since 1776. 

But in this changing world is there 
not a tendency for us as a people to 
move away from the fundamental prin- 
ciples of government, under which 
every man has a chance, under which 
we have achieved so much, grown so 
great, and as a nation been so happy? 


CHANGES IN CONSTITUTION 


At the time our Constitution was 
adopted it was conceded by friend and 
foe to be the greatest charter ever 
conceived for a people. One of En- 
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gland’s greatest men said at the time 
it would be the admiration of future 
years and the pattern for future con- 
stitutions. Since it was written there 
have been more than four hundred 
constitutions written in the world, and 
almost without exception every one 
has been patterned, in part at least, 
after ours, yet some of our people have 
been so restless, so impatient and so 
dissatisfied that during the last thirty- 
seven years there have been 1314 at- 
tempts to amend it. For the 100 years 
ending with 1904 it was amended but 
four times. It was amended four times 
in the following twenty years, and in 
a recent Congress there were pending 
more than one hundred resolutions pro- 
posing amendments. There is now float- 
ing around over this country what is 
known as the Child Labor Amendment, 
the practical effect of which if adopted 
would be to keep a boy from work un- 
til he is eighteen years old. Herbert 
Hoover and Alfred E. Smith were not 
only self-supporting but were con- 
tributing to the support of their fam- 
ilies before they were fifteen. The 
tendency of these amendments, as well 
as the multiplicity of laws, is not only 
for the purpose of regulating business, 
but to go into the most intimate rela- 
tions of the home. The greatest in- 
stitution in our nation is not the 
school, not the church, but the Amer- 
ican home. The home is the thing 
which really makes this country great. 
It may not be generally known, but 
there is a bureau in Washington that 
has for its purpose the supervision of 
the rearing of children by the Gov- 
ernment. If that law is ever really en- 
forced it will not be long until the 
mothers of this country will nurse their 
offspring under the supervision of a 
Government inspector. 

In the last thirty years there has 
been a marked tendency to set up in 
Washington a never-ending string of 
bureaus and commissions, some of them 
taking away from the people the con- 
trol of their local affairs, many of them 
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duplicating work, and without any di- 
rect responsibility to either Congress 
or the people, and when a bureau has 
been created it is practically impossible 
to abolish it. 

Because of the complexity of the age 
in which we live changes, of course, 
are necessary, but have we not already 
gone entirely too far, and have we not 
already lodged too much power in 
Washington? All history warns against 
the concentration of too much power 
in any government. The concentration 
of power has been the one instrument 
above all others by which free govern- 
ments have been destroyed. 

Probably all of this has no place in 
a bankers’ convention, but if there is 
a class of people in this world which 
knows the importance of constitutional 
government and the precious rights and 
privileges of the individual it is the 
bankers of this country. The greatest 
debt we owe to ourselves and to pos 
terity is to preserve our Government 
in all its simplicity, and accept these 
new conditions exactly as the framers 
of our Constitution intended they 
should be accepted. No other group 
of men ever understood government 
better than they, and no other group 
of men ever knew the dangers of cen- 
tralized power in government as they 
knew it. Paternalism was shunned by 
them and it should be shunned by us. 
They prized freedom above all other 
privileges, yet no other people ever 
were so disciplined in self-denial and 
self-control. 

If we move along fundamental lines, 
preserving at all times the rights of the 
people and the rights of property, wit 
business always unfettered, and leaving 
as much as possible to the initiative of 
the individual, this nation will con: 
tinue to grow and prosper, and remain 
as it is now—civilization’s greatest 
asset. 

As we grow in wealth, in power and 
in influence, may we also grow in 
gratitude, in humility, and in the 
breadth of human understanding. 
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NATIONAL BANK DIVISION MEETING 


This article contains summaries of the following addresses given before the meeting of 


the National Bank Division: 


The address of the president, E. A. Onthank, president 


of the Safety Fund National Bank, Fitchburg, Mass.; that of the Comptroller of the 

Currency; that of, Philip Nichols, tax counsel of the Massachusetts National Bank 

Association, of Boston; and that of Alexander Wall, secretary-treasurer, Robert Morris 
Associates, Lansdowne, Pa. 


been much exercised this year 

over the plan to reorganize the 
A. B. A. along functional lines. It 
feared for its existence, for it has work 
yet to do. But it need have no fear. 
The meeting of this division on Oc- 
tober 3 was itself sufficiently interest- 
ing and valuable to justify its con- 
tinued existence. And, at the end of 
the meeting, both retiring and incom- 
ing association presidents assured the 
division that the reorganization plan 
had been abandoned, at least for the 
present. 


[tee National Bank Division has 


PERMANENT JOBS FOR NATIONAL 
BANKERS 


E. A. Onthank, president of the 
Safety Fund National Bank, Fitchburg, 
Mass., and president of the division, in 
his annual address listed the principle 
avenues of effort which the work of 


the national bank division takes. Most 
of them call for constant attention, 
and must be continued from year to 
year. They are the permanent part of 
the job. 

The work of the division is based, he 
said, on the assumption that “banking 
is essentially a private enterprise ren- 
dering a distinctly public service and 
must be made to yield remuneration to 
those engaged in it. In the 
light of this too much em- 
phasis cannot be laid on the danger lurk- 
ing in the practice of bidding too high 
for public favor.” This vice is per- 
aps most pronounced in offers made 
for public funds and the carrying of 
individual checking accounts at a loss. 


Furthermore, “despite the almost 
continuous warnings that loans and in- 
vestments should be studiously diversi- 
fied, investigations show that there is 
an alarming lack of caution exercised. 
The National Bank Division,” said 
Mr. Onthank, “has sought to stimulate 
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ELMER A. ONTHANK 
Retiring president the National Bank 
Division; president Safety Fund Na- 
tional Bank, Fitchburg, Mass. 


a more wholesome recognition of the 
value of a substantial secondary reserve 
and of the importance of maintaining 
that safeguard, and it seems highly de- 
sirable that the campaign be con- 
tinued. meee 

The subject of taxation is a particu- 
larly difficult one for national banks. 
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The Royal Bank 
of Canada 


Head Office, Montreal 


Condensed Statement 
to the 


Dominion Government 
August 31, 1928 


LIABILITIES 
Capital Paid up $ 30,000,000.00 
Reserve Fund 30,000,000.00 
Undivided Profits 1,809,831.87 
Dividend No. 164, payable ist September, 1928 900,000.00 
Notes in Circulation 39,857,176.94 
Deposits 729,861,422.12 
Due to Other Banks 23,470,502.79 
Bills Payable (Acceptances by London Branch) 3,145,342.37 
Letters of Credit outstanding 46,570,040.18 


$905,614,316.27 


ASSETS 
Cash on Hand and in Banks |... $115, 195,613.85 
Deposit in the Central Gold Reserves 12,400,000.00 
Government and Municipal Securities 118,278,169.25 
Railway and other Bonds, Debentures and Stocks 18,224,885.58 
Call Loans in Canada 64,858,622.79 
Call Loans elsewhere than in Canada 80,679,372.93 


$409,636,664.40 
pp Eh a re . 429,492,533.48 
Liabilities of Customers under Letters of Credit 


as per contra 46,570,040.18 
Bank Premises 15,267,492.69 


Real Estate other than Bank Premises 1,715,236.61 
Mortgages on Real Estate sold by the Bank 1,422,348.91 
Deposit with Dominion Government for Security 

of Note Circulation 1,510,000.00 


$905,614,316.27 


882 BRANCHES IN CANADA, NEWFOUNDLAND, WEST 
INDIES, CENTRAL and SOUTH AMERICA, also LONDON, 
NEW YORK and BARCELONA. 


Auxiliary: THE ROYAL BANK OF CANADA (France) 
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State governments repeatedly make ef- 
forts to tax them in ways that the 
banks consider inequitable. Such an 
attempt is now being made, in the pro- 
posal to revise the limitations imposed 
on such taxation by national law. “It 
is the duty of each one of us,” said 
Mr. Onthank, “to be alert and aggres- 
sive in presenting the real facts fully 
and, with that done, we can await with 
considerable assurance the pronounce- 
ment of Congress.” 

Then, finally, there is the fear in 
the minds of national bankers that the 
Government will retire the bonds on 
which national bank note circulation 
rests, thus withdrawing the circulation 
privilege. “Members of the National 
Bank Division, in annual convention, 
frequently have voiced their desire that 
the issue feature of their banks be not 
annulled. Its preservation has been one 
of the aims of the division, and it ex- 
pects to continue its efforts.” 


BANKS AND INVESTMENT SECURITIES 


“The decline in the bond market has 
probably done more than anything else 
to focus the attention of the banker on 
his security list,” began the address of 
J. W. McIntosh, Comptroller of the 
Currency. “Investment lists of all 
banks feel the effect of a decline in the 
investment security market, but how 
much more severe is its effect on the 
bank which has not invested wisely, 
the bank which has not diversified, and 
which has bought from the standpoint 
of high yield instead of safety and 
stability. This bank is more often 
found among the country banks than 
the city banks.” The reason is obvious 
—the country bank has less oppor- 
tunity and less facilities to choose high 
grade securities. The result is that 
small local loans usually get the careful 
consideration of the board of directors, 
while large purchases of high yield, 
unliquid, low grade securities are made 
by the cashier, on the talk of a high 
pressure salesman from a low class se- 
curities house. It is to the correction 
of this situation that Mr. McIntosh ad- 
dressed himself. 
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In buying investment securities, he 
said, either for secondary reserve, for 
permanent investment, or for sale to 
clients, the country banker should bear 
in mind a number of fundamental prin- 
ciples: 

1. That a personal call from a se- 
curities salesman does not insure the 
securities purchased from him. Indeed, 


the lower the grade of securities, the 


Epcar H. SENSENICH 


President West Coast National Bank, 
Portland, Ore., and new head of the 
Division. 


more personal calls there will be. The 
profit margin in sound issues is now 
so narrow that high grade houses can- 
not afford to spend large sums in sell- 
ing such securities throughout the 
country by personal solicitation. 

2. That unsound securities, no mat- 
ter how high the yield which they give, 
are far more likely to produce losses 
than profits. 

3. That unsound securities do not 
add to the liquidity of a bank’s assets, 
but on the other hand detract from it. 
In times of stress they can only be 
sold—if they can be sold at all—at a 
heavy loss. 

(Continued on page 923) 











The “Mark” 


of 


Good Banking Service 


Resources Over $50,000,000 


Open ’til midnight daily 


—_ wm 


FRANKLIN TRUST COMPANY 


Southwest Corner Fifteenth and Chestnut Streets 
PHILADELPHIA, PA. 


West Phila. Office 
52nd a ake Market Streets 


Front St. Office 
Front and Market Streets Frankfo: oe ie cgay ae St. 


The Bank That Gave Philadelphia Day-and-Night S i 














STATE BANK DIVISION MEETING 


Summaries of the following addresses given before the State Bank Division meeting 


are presented in this article: 


The president’s address, by M. H. Malott, president of 


the Citizens Bank, Abilene, Kans.; “Our Unit Banking System,” by R. S. Hecht, 
president, Hibernia Bank and Trust Company, New Orleans; “A New Investment 
Policy for a New Economic Era,” by Leonard P. Ayres, vice-president, Cleveland 
Trust Company, Cleveland, Ohio; “Inequality of State Bank Reserve Requirements,” 
by M. Plin Beebe, president, Bank of Ipswich, S. D.; “The Installation of Service 
Charges on Unprofitable Accounts,” by Paul P. Brown, secretary of the North Caro- 
lina Bankers Association; “Placing the Farmer on the Payroll,” by °‘S. J. High, presi- 
dent of the Peoples Bank and Trust Company, Tupelo, Miss. 


ican Bankers Association—the 
State Bank Division, which in- 
cludes one-half of the entire member- 
ship—met on October 1. Its president, 
M. H. Malott, president Citizens Bank, 
Abilene, Kans, opened the meeting 
with a review of what the division has 
done and proposes to do. 
The battle cry of the division, he 
said, is “better banking,” which connotes 


[= biggest division of the Amer- 


something lacking in banking service. 
That there is something lacking is evi- 
dent from the large number of bank 
failures. They result, in the main, from 
two causes: too many banks, and too 


few bankers. About the number of 
banks the division can do little. But 
about the number of real bankers it can 
and does do a great deal. 

It co-operates with the Clearing House 
Section in recommending the importance 
of service charges on unprofitable ac- 
counts. This work has prospered and 
now over 11,000 banks in 2000 cities 
have instituted such charges. 

It assists, through its committee on 

relationship with state bank commis- 
sioners, the movement in the direction 
of uniform state banking laws. In the 
last three years, fifteen states have en- 
acted such laws. 
_ It advocates the securing of credit 
information so as to have a credit file 
for each borrower with unsecured loans 
of $500 or more. A recent survey 
shows that almost nation-wide results 
have been obtained from this campaign. 
Thirty state bank commissioners are de- 
manding or urging such statements. 


It seconds the work of bankers in all 
fields in educating the public on the 
constructive and beneficial features of 
the Federal Reserve System. This work 
is resulting in a better understanding 
which has materially strengthened the 
entire credit structure. 


M. H. MALottT 


President the Citizens Bank, Abilene, 
Kans., retiring president State Bank 
Division. 


It promotes the movement for reduc- 
tion of rates of interest on bank de- 
posits, and tries to educate its members 
in the necessity for carrying adequate 
reserves. 

These are only a few of the problems. 
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HE growing business of the 

Peoples Savings Bank, Wor- 
cester, Mass., demanded more 
space. As the bank occupies a 
narrow lot in a valuable loca- 
tion, expansion had to be ver- 
tical rather than _ horizontal. 
How this problem was solved is 
shown in the illustrations on 
this and the opposite page. On 
the first floor was placed only 
the public space and _ tellers’ 
cages, on the second floor the 
mortgage department and the 
officers’ space, and on the third 
floor the bookkeeping depart- 
ment, the bookkeepers on the 
third floor being connected with 
the tellers on the first floor by 
means of a Lamson automatic 
tube system. It is estimated 
that the business of the bank 
can be increased 75 per cent. 
before further changes will be 
necessary. 
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Thomas M. James Company 


Architects and Engineers 
Boston New York 
3 Park Street 25 West 43rd Street 


Specialists in Bank Design and Construction 





Third Floor — View of 
bookkeepers’ space look- 
ing toward Lamson tube 
terminal and ledger 


desks. 


Second Floor — View 
across officers’ space to 
mortgage department. 


First Floor— View of 
first floor toward pub- 
lic space with tellers’ 
cages along one side. 


Thomas M. James Company 


Architects and Engineers 
Boston New York 


3 Park Street 25 West 43rd Street 


Specialists in Bank Design and Construction 
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‘The | Pian of Publicity 


which you submitted to us sixteen years ago and 
which, with your assistance, we are still carrying 
out, has been most successful in creating good will 
for the StaTeE SrREET Trust Company. The 
appearance of the historic books which you help us to 
prepare each year has come to be an event which is 
looked forward to by thousands of our friends in 
Boston and New England,” said ALLAN Fores, 
President of the State Street Trust Co. of Boston. 

Among the banks for which we have prepared 
distinctive books for the purpose of creating 
good will are: the Fifth Avenue Bank of New 
York, the Bank of Manhattan Co., the Brook- 
lyn Trust Company, the Worcester Bank and 
Trust Co., the National Savings Bank of Al- 
bany, and the Providence Institution for Savings. 

Let us compile and print your next brochure 
or plan your publicity. 





Walton Advertising and Print Company 


Broad Ss UBroad WB 


EFFECTIVE SD £3 ATTRACTIVE 
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But the difference between old-time 
banking and the emerging profession of 
business today is the result of the effort 
to establish guiding principles, under- 
lying fundamentals, as the guides to 
navigation in a previously uncharted 
sea. By these new and brighter beacons, 
it is possible to sail, confidently, along 
the course to “better banking.” 


THE TENDENCY TOWARD COMBINATION 


“Our Unit Banking System” was the 
title under which R. S. Hecht, president 
Hibernia Bank and Trust Company, 
New Orleans, La., made a _ vigorous 
attack on the growth of chain banking. 























R. S. Hecut 
President Hibernia Bank & Trust Co., 


New Orleans, La., who spoke on 

“The Need for the Preservation of 

the Unit Banking System™ before the 
State Bank Division. 


.. The tendency of the times,” he said, 
1s toward combinations and the bring- 
ing of scattered businesses under unified 
control. . . . In the financial world, too, 
there are daily developments indicative 
of the same general trend.” This trend 
Ils not viewed with the same favor in 
finance as in industry. “It would be an 
irreparable loss to the nation if indi- 
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vidualism in banking had now to give 
way to centralization of power in the 
hands of a few strong institutions.” 
Nevertheless, in spite of strong op- 
position, in spite of repeated resolutions 
against branch banking by the A. B. A., 
the number of branch banks in this 
country steadily increased until such 
growth was effectively checked by the 
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S. J. Hicu 


President Peoples Bank and Trust 
Co., Tupelo, Miss., who was elected 
president of the State Bank Division. 


passage of the McFadden Bill. “The 
time for “resoluting” on the subject has 
passed. The time for action and con- 
certed effort has come... . 

“After the eighteenth amendment 
[the McFadden Bill] to the Federal 
Reserve Act had been passed, most of 
the friends of the unit banking system 
were lulled into a sense of security 
because of their belief that definite 
bounds had at last been put upon the 
extension of branch banking. But those 
who are striving for concentration of 
financial power did not rest when they 
saw that the road to nation-wide branch 
banking had been effectively blocked, 
and they found in ‘chain’ banking a 

(Continued on page 925) 








A Monument 
to Philadelphia enterprise 


The Packard Building, twenty-four story home of the Pennsylvania 
Company, towering above the Philadelphia skyline, is a monument 
to the integrity and enterprise of an institution that for one hundred 
and sixteen years has steadfastly proved its capacity for the highest 
responsibilities. 

For one hundred and thirteen consecutive years this Company has 
never failed to pay a dividend, despite the wars, crises and financial 
upheavals through which the country and the world have passed. 


Since 1872 the Pennsylvania Company has devoted its entire atten- 
tion to Banking, Trust and Safe Deposit business. Today the 
Capital, Surplus and Undivided Profits of the Company amount 
to over $20,000,000. 


The Pennsylvania Company 


For Insurance on Lives and Granting Annuities 


PACKARD BUILDING, PHI \DELPHIA 
Equipped to Meet Every Banking Need 


Main Office Down Town Office 
S. E. Cor. 15th and Chestnut Streets 517 Chestnut Street 
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TRUST COMPANY DIVISION MEETING 


The following article contains summaries of addresses’ given before the Trust Com- 
pany Division by William P. Gest, chairman of the board of the Fidelity-Philadelphia 
Trust Company; Walter S. McLucas, president of the division and chairman of the 
board of the Commerce Trust Company, Kansas City; Judge H. L. Standeven, execu- 
tive vice-president of the Exchange Trust Company, Tulsa, Okla.; Frank C. Mortimer, 
vice-president, Citizens National Bank and Trust Company, Los Angeles; Gilbert T. 
Stephenson, vice-president, Wachovia Bank and Trust Company, Winston-Salem, N. C. 


UE to the crowded program of 
D the association, the meeting of 

the Trust Company Division was 
held in the evening of October 3. This 
does not mean that it was any less 
important or less interesting than those 
sessions which were held during the 
day. It held plenty of interest for trust 
men. 


W. S. McLucas 
Chairman of the Board of the Com- 
merce Trust Company, Kansas City, 
and retiring head of the Trust Com- 

pany Division. 


The meeting differed from the other 
divisional meetings in two respects: It 
had an address of welcome; and there 
was an open forum. It must be admitted 


that the open forum was not utilized to 
any great extent, but the address of 
welcome was. worth hearing, for its wit 
alone. 


A. V. Morton 


Vice-president the Pennsylvania Com- 
pany, Philadelphia, and new presi- 
dent of the Trust Company Division. 


It was delivered by William P. Gest, 
chairman of the board of the Fidelity- 
Philadelphia Trust Company, Phila- 
delphia, Pa. After extolling the tradi- 
tional hospitality of Philadelphia, with 
an abundance of humorous anecdote, 
he spoke of the difference between trust 
work now and at the time of the first 
A. B. A. meeting in Philadelphia, in 
1876. Volume has increased and the 
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RELAXATION... 


to the 


MEDITERRANEAN 


on the 


HOMERIC 


Just as the camel is the super-travel-vogue of the desert, so is the Homeric— 
“The Ship of Splendor”—the cruise-ship to the Mediterranean . . . she is the 
largest steamer on this route and presents an itinerary that includes every place of 
proven interest from metropolis to mosque . . . her appointments and creature 
comforts, her interesting entertainments aboard and ashore, her opportunities for 
relaxation stand unsurpassed, . . . rightly her cruise is called the 


CRUISE SUPREME 


She sails from NewYork January 26th next . . . 14,000 miles . . . 67 days 

. at the most seasonable time of the year . . . Madeira, Cadiz, Gibraltar 
.. . Algiers, Tunis . . . Naples, Athens, Constantinople. . . The Holy Land 
..- Egypt... The Nile... Palermo... Naples... The French Riviera... 
Gibraltar . . . returning via Southampton . . . Stop-over privileges in Europe. 


Let us send you the jull particulars 
THOS. COOK & SON 


in co-operation with 


WAGONS-LITS CO. 


New York Philadelphia Boston Baltimore Washington Chicago St. Louis 
Sar Francisco Los Angeles Portland, Ore. Toronto Montreal Vancouver 
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problem has become one of how to 
administer this large volume of work 
in detail. It has become more and more 
dificult to keep the work of the trust 


FRANK C. MorRTIMER 
Vice-president Citizens National Trust 
and Savings Bank, Los Angeles, who 
addressed the Trust Company Divi- 
sion on “Clarifying Trust Functions 

in the Public Mind.” 


oficer on the basis of personal service. 


Government has tended to interfere 
more with business; people have become 
indifferent to law; and the court, to 
precedent. Defaults have increased, 
increasing the need for audits. 

But, he said, if these changes have 
made administration more difficult, they 
have made conference more necessary. 
That is why the annual A. B. A. meet: 
ing is so valuable. 


McLUCAS LISTS TRENDS IN TRUST 
BUSINESS 


“In this amazing decade of growth,” 
began Walter S. McLucas, president of 
the division and chairman of the board 
of the Commerce Trust Company, Kan- 
sas City, Mo., “it is cheering to report 
that the business of our trust companies 
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is more than keeping pace with. the on- 
ward sweep of the times. Indeed, there 
are many indications that trust service is 
the fastest growing form of financial 
service now rendered to the American 
people by its banks and trust com- 
panies. ; 

“While this impressive growth is per- 
haps the most spectacular phase of the 
trust business, there are certain definite 
trends to be observed:” 

Will making is becoming more gen- 
eral. 

More money is being left in trust. 

The charges for trust service are 
showing greater uniformity. 

The trust department is gaining in 
prestige. 


[ +) BLANK-STOLLER, INC. 
EuGENE M. STEVENS 


President the Illinois Merchants Trust 
Company, Chicago, who spoke to the 
Trust Company Division on “The Re- 
sponsibilities of Trust Management.” 


The list of securities that are legal 
for trust investments is being broadened. 
There is a noticeable improvement in 
relations with members of the bar. 
More intensive study is being given 
to ascertaining the costs of trust service. 
(Continued on page 929) 





New Home of the Granite Trust Company, Quincy, Mass. 


HE new home of the Granite Trust Company, 
now being erected at Quincy, Mass., will be 
the most imposing structure in that historic city. 
The first floor will have an area of 18,000 square 
‘feet, of which approximately 5,000 square feet will 
be devoted to banking purposes. 


The exterior 
will be entirely of limestone. 


J. WILLIAMS BEAL SONS 


Architects 


185 Devonshire Street Boston, Massachusetts 
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CLEARING HOUSE SECTION MEETING 


Addresses quoted from in this article include those of O. Howard Wolfe, cashier of 

the Philadelphia National Bank and president of the section; Haynes McFadden, 

publisher of The Southern Banker; Dan V. Stephens, president, Fremont State Bank, 

Fremont, Neb.; A. J. Veigel, Minnesota State Commissioner of Banks, St. Paul, Minn.; 
L. A. Andrew, Iowa State Superintendent of Banks. 


this association,” said President 

O. Howard Wolfe, cashier, Phila- 
delphia National Bank, Philadelphia, 
Pa., in his address, “no longer repre- 
sents, as it did in its inception, a 
limited group of clearing house or- 
ganizations as such. Rather it has 
been our privilege to develop into 
what might be designated as a well or- 
ganized department of the American 
Bankers Association, charged with the 


Te Clearing House Section of 


© BLANK-STOLLER, INC. 


O. Howard WOLFE 
Cashier Philadelphia National Bank, 
and retiring president of the Clearing 
House Section. 


responsibility of finding solutions to 
the every-day, practical banking prob- 
lems that concern the entire associa- 


tion and of representing no particular 
group or interest. Thus the term 
‘clearing-house’ applied to our section, 
has taken on a new meaning and re- 


W. F. AUGUSTINE 


Vice-president of the National Shaw- 
mut Bank of Boston and new head 
of the Clearing House Section. 


fers to such activities as are of in- 
terest to all banks, just as the clearing- 
house in any given city represents the 
combined banking interests of such city, 
without regard to state or national 
charters.” 

The section lived up to this descrip- 
tion in the meeting this year. One of 
the addresses before it, that of Con- 
gressman Louis T. McFadden, on 
“Dynamic Banking,” was deemed of 
sufficient importance to be reproduced 
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UR personal interest in cus- 
tomers and our painstaking 
efforts in their behalf constitute 


the strongest 
for our service. 


FULTON 


TRUST COMPANY 


OF NEW YORK 
149 Broadway 


Member Federal Reserve System 


in full elsewhere in this issue. The 
others are so full of valuable sugges- 


Dan V. STEPHENS 
President Fremont State Bank, Fre- 
mont, Neb., who spoke before the 
Clearing House Section on “Expe- 
riences of a Regional Clearing House.” 
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recommendations 


Established 1890 


DIRECTORS 


LEWIS SPENCER MORRIS 
Chairman 


CHARLES S. BROWN 
ROBERT GOELET 
FREDERIC de P. FOSTER 
ALFRED E. MARLING 
HOWLAND PELL 
ROBERT L. GERRY 
EDWARD DE WITT 
JOHN D. PEABODY 
CHARLES M. van KLEECK 
STANLEY A. SWEET 
ARTHUR J. MORRIS 
WARREN CRUIKSHANK 
WILLIAM G. VER PLANCK 
EDWARD C. CAMMANN 
BERNON S. PRENTICE 
EDMUND P. ROGERS 
FRANKLIN B. LORD 
RUSSELL E. BURKE 
HENRY W. BULL 

JOHN A. LARKIN 
O’DONNELL ISELIN 


tions and information for all banks 
that they are quoted in considerable 
detail below. 


ACCOMPLISHMENTS OF THE YEAR 


“During the last year,” continued 
Mr. Wolfe, “nineteen new clearing: 
house associations have been organized, 
of which eleven are of the city type, 
seven county, and one regional clearing: 
house association. There are 
now also in operation 128 credit bu- 
reaus—fifty of the city type and 
seventy-eight of the county type. Dur- 
ing the last year six city credit bu 
reaus and twenty-three county credit 
bureaus were organized. 

“The committee on standardization 
of checks and drafts is able 
to report that standardization has been 
accomplished to the extent of over 85 
per cent. of the volume of checks han- 
dled. The economy in the cutting of 
paper alone, to say nothing of the 
speeding up of bank work, is sufficient 
argument for any banker to see to it 
that his own institution adheres strictly 
to the standardization program. 
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“Although the practice of installing 
service charges has spread so widely 
as to make a count rather difficult, our 
records show that about 10,000 banks 
in some 2000 towns and cities have 
installed service charges on unprofit- 
able checking accounts. The practice 
will doubtless soon be universal. 

“In this connection, I would like to 
quote from a report just issued by our 
bank budget committee,” after a care- 
ful survey of the figures submitted by 
276 selected typical banks in the 
United States: “““The major portion of 
the profits are attributable to the in- 
vestment of the stockholders’ funds and 
not to the operation as a banking in- 
stitution. This is a condition which we 
have invariably found. It is not pe 
culiar to certain banks or certain lo- 
calities, but is one that will be found 
in banks of all sizes, regardless of their 
location. It is due in great part to 
the high cost of deposits and the serv- 
ices which are given away to depositors 
regardless of costs, or their effect on the 
profits of the bank. 

“*Many banks know that their basic 


interest rate on time deposits is, say 
4 per cent., but few stop to figure the 
actual effective rate. If the interest ex- 
pense is kept separate, it is possible to 
determine this, and interesting facts 
are developed. In more than 
one case it has been found that there 
is very little margin between interest 
income and expense, but that. profits 
on securities, commissions and similar 
items have hidden this fact from the 
bank executives. Lack of knowledge 
on this point has been one of the chief 
factors occasioning the payment of 
high interest rates on savings and the 
unwarranted payment of interest on 
certain commercial accounts.’” 

Mr. Wolfe also described the work 
that has been done to improve the 
quality of bank examinations and thus 
strengthen the whole banking system. 


WHERE PROFITS HAVE GONE 


Haynes McFadden, pubisher of The 
Southern Banker, Atlanta, Ga., spoke 
on “The Transformation of Banking,” 
under which head he described the 

(Continued on page 933) 
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SAVINGS BANK DIVISION MEETING 


The following article contains excerpts from the addresses given before the Savings 
Bank Division meeting by George L. Woodward, president of the division and treas- 
urer of the South Norwalk Savings Bank, South Norwalk, Conn.; Charles H. My- 


lander, secretary of the Ohio Bankers Association; Harold 


. Stonier, educational 


director of the American Institute of Banking; and Paul A. Pflueger, United Security 


Bank 


HE Savings Bank Division felt 
that its meeting on October 1 


this year was peculiarly significant, 
because it was held in Philadelphia. 
For Philadelphia had the honor, as 
President George L. Woodward, treas- 
urer of the South Norwalk Savings 
Bank, South Norwalk, Conn., pointed 
out, “to establish the first savings bank 
in this country, more than 100 years 
ago. This infant sprang from sturdy 
stock, as evidenced by the fact that 


© unverwoon & UNDERWOOD 
Grorce L. WoopwarD 


Treasurer South Norwalk Savings 
Bank, South Norwalk, Conn.; retiring 
president Savings Bank Division. 


today it has resources of about $250,- 
000,000 with approximately 240,000 
depositors.” 

This fact seemed to give the whole 
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and Trust Company, San Francisco. 


meeting a sort of historic tone, other 
contributing factors being the address 
on the history of school savings, deliv 
ered by W. Espey Albig, deputy man- 


TayLor R. DuRHAM 


Vice-president Chattanooga Savings 

Bank & Trust Co., Chattanooga, 

Tenn., who was elected president of 
the Savings Bank Division. 


ager of the division, and the presence 
at the meeting of the originator of 
school savings in the United States, 


Mrs. Sarah Louisa Oberholzer. 


FACTS ABOUT THE DIVISION 


“A survey of savings deposits in all 
banks, as of June 30, 1928,” said Mr. 
Woodward, in his presidential address, 


“while not yet completed, indicates 





Every Real Estate Officer 
Should Read this Booklet 


Title insurance is playing so important a part 
in the mortgage lending of many financial in- 
stitutions that every bank real estate officer 
should investigate our National Title Insurance Service. 


We insure titles to real estate located anywhere in the 
United States and we have correspondents in every 
principal city. 


NEW YORK 
TITLE AND MORTGAGE 
COMPANY 


Capital Funds Over $45,000,000 
135 Broadway, New York 


that $28,000,000,000 of the $51,000,- banks; amortization of real estate loans; 
000,000 in individual deposits, or more tornado and flood insurance, the ne- 
than 56 per cent. of all the money de- 
posited in the banks of the United 
States, are savings deposits. Approxi- 
mately 85 per cent. of the 27,000 
banks in the country are receiving sav- 
ings deposits. This indicates that there 
was an increase of $2,000,000,000 in 
savings deposits and 2,000,000 in the 
number of depositors during the last 
year. 
“The work of the Savings Bank 
Division has changed greatly and is 
keeping pace with the large increase in 
savings which makes it necessary that 
bankers be kept adequately informed 
of changing conditions throughout the 
country. The time has long since 
passed when the division’s chief work 
was the planning of the program at 
the annual meeting. Banks generally, 
doing a savings business, are placing 
dependence on the division to help them 
solve the problem developed by the Haroip J. STONIER 
greater complexity of modern banking. Educational director of the American 


“Studies j ey ert aa Institute of Banking, who addressed 
uciés in economical bank arrange the Savings Bank Division on “An- 


ment; safe deposit vaults for country swering Administrative Problems.” 
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cessity for which has recently de- 
veloped; the bond account of banks; 
cultivating good-will among banks’ cus- 
tomers; and personal income manage- 
ment are some of the subjects receiving 
constant attention.” 

There are two other pieces of work 
the division is engaged in. One is a 
survey of the making of small industrial 
and mortgage loans by banks, which 
has been completed and is now avail- 
able for interested bankers. : 

The other is the educational work 
of making the savings depositor a wise 
investor, through encouraging wise 
spending of money, and free consulta- 
tion regarding investments. 


BANKS AND THEIR COMPETITORS 


In discussing “The Taxation of Banks 
Compared with the Taxation of Com- 
peting Moneyed Capital,” Charles H. 
Mylander, secretary of the Ohio Bank- 
ers Association, found it necessary first 
to define his terms. 

A bank he described as “an institu- 
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tion which keeps an office or other 
place of business and engages in the 
business of lending money and receiv- 
ing money on deposit and buying or 
selling bullion, bills of exchange, notes, 
bonds, stocks or other evidences of in- 
debtedness, with a view to profit. 
Please note that these three functions 
are connected with the conjunction 
‘and’ and not the conjunction ‘or’.” 
In other words, for an institution to be 
classed as a bank, according to Mr. 
Mylander’s definition, it must do all 
of the three things named. 

“Any institution which engages in 
two of the three functions hitherto 
given as descriptive of a bank,” he 
went on, “is in competition with a 
bank. To these functions must be 
added the receiving of deposits. There- 
fore, an_ institution which receives 
money on deposit or lends money or 
buys and sells bullion, bills of exchange, 
notes, bonds, stocks, or other evidences 
of indebtedness, with a view to profit, 
is a competing financial institution of 
quasi-bank.” 

(Continued on page 936) 





STATE SECRETARIES SECTION MEETING 


The following article contains excerpts from the addresses of the following: 


H. G. 


Huddleston, secretary Tennessee Bankers Association; Haynes McFadden, secretary 

Georgia Bankers Association; Paul P. Brown, secretary North Carolina Bankers Associa- 

tion; George Susens, secretary Minnesota Bankers Association; Eugene P. Gum, secretary 

Oklahoma Bankers Association; and C. F. Zimmerman, secretary Pennsylvania Bankers 
Association. 


taries Section of the A. B. A. is 

always different from most of the 
divisional or sectional meetings. For 
one thing, the program makers of this 
section always crowd it with so many 
interesting addresses that it is a difh- 
cult matter to report it briefly. These 
usually take the form of reports of 
surveys made or work done, and 
are interspersed with questions and 
counter-exchanges of experience, giv- 


Tes meeting of the State Secre- 


Wi.tiaM A. PHILPOTT, JR. 
Retiring president the State Secre- 
taries Section; secretary the Texas 

Bankers Association. 


ing an air of informality to the meet- 


ing—and contributing much to _ its 
practical utility as a clearing-house of 
information. 


the State 
makes a presidential speech as do the 
heads of the other divisions. 


And then, finally, the president of 
Secretaries Section rarely 


For that 


C. F. ZIMMERMAN 


President First National Bank of 

Huntingdon, Pa., and president of 

the Pennsylvania Bankers Association, 

who spoke before the State Secretaries 
Section. 


reason, it is necessary to plunge, with: 
out further ado, right into the pro 
ceedings of the section. 


BETTER BANKING METHODS OUTLINED 


“To the layman,” said H. G. Hud- 
dleston, secretary Tennessee Bankers 
Association and first speaker on the 
program, in speaking on “Better Bank- 
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ing Methods,” “it doubtless seems that 
the adoption of so-called better bank- 
ing methods invariably results in be- 
coming an item of cost to the bank’s 
patrons.” And this is true, in a meas- 
ure. Better banking is more profitable 
banking, for, generally speaking, the 
profitable bank is the safe bank. And 
safety is the first consideration for all 
—-depositor, community, bank. 

There are two ways of making bank- 
ing more profitable, he said: by re- 
ducing expenses, and by adding new 
sources of income. Expenses may be 
reduced through imposing _ service 
charges on profitless accounts, reducing 
interest paid on deposits, abolishing 
free overprinting of checks, cutting 
down credit losses and eliminating un- 
necessary donations and worthless ad- 
vertising. 

Among the sources of new revenue 
are charges for drawing various legal 
instruments, securing licenses, credit 
reports, paying customer taxes, return- 
ing checks for insufficient funds, mini- 
mum loan fees, charges for second no- 
tice on matured notes, collection of 
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rent notes, safety deposit boxes, tele- 
graphic transfer of funds, etc. 

Cost analysis is the key to the whole 
situation. “If a banker, through an- 
alysis, is made to realize what is un- 
profitable and if the leaks are discov 
ered, less effort will be necessary in 
persuading him to change his methods. 

“In considering ways for bringing 
about the adoption of these new meth- 
ods, which we term better methods, the 
county organization, or organization of 
banks by trade territory, seem to offer 
the best means.” 


COUNTY ORGANIZATIONS FOR CO 
OPERATION 


The report delivered by Haynes 
McFadden, secretary of the Georgia 
Bankers Association, on “County Or: 
ganization and Credit Bureaus,” is 
summarized here in the briefest pos 
sible manner. This is because Mr. 
McFadden delivered practically the 
same address, though in much greater 
detail, before the Clearing House Sec’ 
tion, to which report those interested 
should refer. 
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The assumption on which the report 
is based is that, in most cases, earnings 
of country banks are inadequate. Bet- 
ter earnings, Mr. McFadden holds, can 
be found for country banks, by one 
means only—concerted action. They 
are forced to co-operate, whether they 
wish to do so or not. 

Concerted action finds its only prac- 
tical expression in county organizations 
and credit bureaus. Every banker 
knows what credit bureaus do to pre- 
vent losses by the interchange of in- 
formation. County organizations pro- 
vide a means of improving income by 
the imposition of a variety of service 
charges. Such organizations, then, are 
the fundamental basis of better bank 
earnings. 


COSTS AND INCOME 


Paul P. Brown, secretary of the 
North Carolina Bankers Association, 
reporting for the committee on opera- 
tion cost and income, on “Bank Opera- 
tion Costs and Income,” said, “It is 
safe to estimate that two-thirds of the 


accounts carried in banks in the United 
States have average balances of less 
than $100.” The introduction of the 
service charge is reducing these small 
accounts, and is also reducing the num- 
ber of overdrafts. He presented a 
tabulation of the extent to which the 
imposition of service charges has gone 
in most of the states of the Union. 

“Bankers themselves,” he continued, 
“have been surprised at the manner in 
which the charges on unprofitable ac- 
counts and bad checks have been ac- 
cepted by their customers. Instead of 
losing business, the amount of deposits 
has often been increased, and the num- 
ber of accounts lost has been compara- 
tively small. 

“In eighteen or more states, the 
banks have during the last year re- 
duced the amount of interest paid on 
time deposits, and this has resulted in 
considerable saving.” 

The secretaries, through educating 
their members to the necessity of ac- 
count analysis and the adoption of serv- 
ice charge, have, in the opinion of Mr. 

(Continued on page 940) 
793 


Pe es 


nee ree Dee ie erate owe 


: 
| 
| 





YI 


+ a) 77 


SU 


THE CONVENTION RESOLUTIONS 


The following article contains a resume of the resolutions passed by the various divi- 
sions of the American Bankers Association at the Philadelphia convention, as well as 
those adopted by the general convention. 


HE resolutions passed by the 
general convention and the various 
sections and divisions covered a 
wide range of subjects. That is to be 
expected in a body made up of so many 
fields of interest. But there was one 
resolution which was found in every 
meeting—the “bread and butter” resolu- 
tion, thanking the City of Philadelphia 
for its hospitality, the speakers for their 
fine addresses, the officers for their wise 
administration, etc. In fact, for the 
Savings Bank Division, this bread and 
butter resolution was the only one 
offered. 

The subject most often mentioned in 
resolutions, excluding the “thank you” 
motif, was the service charge, found in 
three different reports. Taxation was 
a close second, being mentioned three 
times in two reports. Other resolutions 
dealt chiefly with the particular spheres 
of interest to the divisions or sections 
passing them. 

For example, the National Bank Di- 
vision passed resolutions advocating the 
continuation of the circulation privilege 
and the desirability of state banks join- 
ing the Federal Reserve System. The 
Clearing House Section’s resolutions 
were not properly so called. They 
simply reviewed, with satisfaction, the 
work done by the section in the past. 
The State Bank Division passed a resolu- 
tion urging uniform state banking laws. 
This was perhaps the most constructive 
motion of the whole convention and 
the one which has the best chance of 
being translated into accomplishment. 
It began by citing the advantages of uni- 
formity and granting that, while com- 
plete uniformity is impossible, it is de- 
sirable to have as much of it as possible. 
It also urged that the office of State 
Bank Commissioner be made as nearly 
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non-political as possible, by making its 
tenure more secure, and the salary and 
functions more adequate. 


PROPOSED UNIFORM LEGISLATION 


The resolution was particularly valu: 
able for the detail in which it laid down 
the plans for more uniform banking 
legislation. This part read as follows: 

“It is a source of pride and gratifica- 
tion to recall that the State Bank Di- 
vision has been helpful in recent years 
in promoting the enactment of legisla- 
tion looking toward the establishment 
of a better banking policy, and an 
adherence to saner and more conserva: 
tive methods in the organization, opera- 
tion and supervision of state banks. We 
again declare our belief in an advocacy 
of the following general provisions 
which may be favorably considered and 
adopted in the several states, thereby 
helping to secure the much desired uni- 
formity in state banking laws, to wit: 

(1) Increase of the minimum capital 
requirement of banks to $25,000 with 
paid-in surplus equal to 20 per cent. of 
the capital and provision for the re- 
quired building up of such surplus to 
at least 50 per cent. 

(2) Increase of the discretionary 
power of the bank commissioner with 
reference to the granting or denial of 
charters to new banks, with authority 
given for making reasonable rules and 
regulations for the government of bank 
Operations. 

“(3) Creation of banking boards 
composed of practical bankers to act in 
an advisory capacity to the State Bank- 
ing Commissioner. 

(4) Empowering of bank commis’ 
sioners to take complete charge of and 
to liquidate insolvent banks as distin 
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A BAN K F O R 


guished from liquidation through the 
courts, thereby avoiding delays and un- 
necessary expense in such liquidation. 

“(5) Legislation providing for the 
merger, conversion or consolidation of 
banking instituions in communities and 
under conditions where such action may 
seem to be warranted. 

“(6) Provision for a more just and 
equitable taxation of bank shares. 

“(7) A clearer and more exact defini- 
tion of the duties and responsibilities of 
bank officers and directors. 

“(8) Increasing of compensation of 
bank commissioners and _ lengthening 
their terms of office to six years with 
power to the banking department to 
appoint necessary deputies and ex- 
aminers from those having the requisite 
qualifications and experience for this 
responsible task. 

“During recent years several states 
have adopted new and modern banking 
codes, while others have secured helpful 
amendments to their laws along the 
lines herein set forth. We understand 
that the legislatures in forty-three states 
will be in session during the year 1929 
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and we urge that efforts be made dur- 
ing the ccming year to adopt new codes 
where necessary or to eliminate from 
the laws antiquated and unworkable 
provisions and to substitute therefor 
amendments which are more in keeping 
with the modern trend in business and 
make for safer and more conservative 
banking. 


AGAINST CALL LOANS BY INDIVIDUALS 


The resolution which attracted most 
attention in the newspapers was on the 
credit situation. It protested against the 
development of a market in call loans 
by individuals and corporations, outside 
the control of banking. The resolution 
read: 

“For the purpose of assisting in the 
necessary stabilization of the currencies 
and exchanges of foreign countries and 
their return to the gold standard, and 
to enable foreign countries to buy our 
commodities freely, the Federal Reserve 
System established low discount rates. 
During the same period, this, together 
with the plethora of capital, accumu- 
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THE UNION DISCOUNT COMPANY 
OF LONDON, LIMITED 
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lated since 1921, seeking investment, 
made it possible for corporations of this 
country to obtain funds through the 
issuance of securities of various types. 

“As a result, the large corporations 
through the sale of their securities 
liquidated their indebtedness, and thus 
a large volume of paper ineligible for 
rediscount at the Federal Reserve banks 
has been eliminated. Further, many 
corporations have been supplied with 
funds in this manner, for which they 
have had no use during the major part 
of their fiscal years and which they have 
utilized by making loans against stocks 
and bonds. 

“At this same time, we continued to 
make loans to Europe which, followed 
by exports of gold, resulted in a net 
loss of $500,000,000 in gold, which 
lessened to that extent our surplus re- 
serves. Never before in our history has 
the public taken the same interest ‘in 
stock investments or speculation as it 
has during the last six months, and this, 
coupled with favorable business develop- 
ments, has caused market values to 
advance to unprecedented levels, thus 
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increasing the demand for stock ex- 
change loans. 

“We recognize the fact that as cor- 
porations which have secured funds 
through the issuance of securities in 
excess of current requirements continue 
to expand, they will gradually return 
to their former relations with their 
bankers, under which they naturally 
borrow through the issuance of eligible 
paper while processing materials and 
distributing production. 

“We, therefore, look upon the present 
situation as one which will undoubtedly 
correct itself as time goes on, until the 
banking system of the country again has 
a proper control over the surplus funds 
of the country. But it is our opinion 
that the development of the practice of 
withdrawals from banks by corporations 
and others for the purpose of making 
loans on stock exchange securities should 
be limited in some reasonable manner, 
possibly based upon the maintenance of 
normal balances which should not be 
disturbed by those who take part in 
stock exchange loans. 

(Continued on page 943) 
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ROYAL BANK OF SCOTLAND 


(Incorporated by Royal Charter 1727) 


Capital (fully paid) $12,500,000 
Reserve Funds $13,416,130 Deposits $220,932,870 
$5 to £1 
OVER 200 YEARS OF COMMERCIAL BANKING 


The Bank is especially equipped for acting as agent and repre- 
sentative of Foreign and Colonial Banks and Financial 
Houses, and will be pleased to forward, on request, 
conditions for the opening of accounts. 


London City Office — 3, Bishopsgate, E. C. 2 
HEAD OFFICE: EDINBURGH 
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General Manager: Sir ALEXANDER Kempe Wricnt, K.B.E., D.L. 


“OLD TIMERS” ATTEND A. B. A. 
CONVENTION 


MONG the 5600 bankers who 
registered at the American Bank- 


ers Association convention in 


group as well as in the total registration 
lists. 


Philadelphia last month were 227 bank- 
ers who had attended their first meeting 
of the association twenty or more years 
ago, and one who was present at the 
first convention of the association, in 
1875. 

While there have necessarily been 
breaks in the records of their attendance, 
most of these “Old Timers” have been 
fairly constant participants in the con- 
ventions of the association, which are 
an annual fixed feature in the calendars 
of many of them. No matter what city 
or section of the country calls the con- 
vention, the familiar presence of these 
veterans constitutes a nucleus of con- 
tinuity in the personal element of the 
meetings which has national significance 
from the fact that all major sections of 
the country are represented in this elder 
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The “Old Timer” who attended the 
first convention of the association, held 
in Saratoga, N. Y., in 1875, is Andrew 
J. Frame, chairman of the board of di- 
rectors of the Waukesha National Bank, 
Waukesha, Wis. He was also a delegate 
to the second convention, which was 
held in 1876 in Philadelphia at the Cen- 
tennial Exposition, fifty-two years be- 
fore his visit this year to the same city. 
Mr. Frame is now eighty-five years old, 
has been associated with the banking 
business sixty-six years and is reckoned 
the oldest banker in point of continuous 
service in the United States. He has 
missed only three conventions of the 
association in all the years since its or 
ganization and expects to be seen at a 
goodly number of its future meetings. 

While Mr. Frame was the only 
banker at the 1928 convention who at 
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tended the gatherings in the decade of 
the °70’s of the last century, there were 
ten men at Philadelphia who went to 
their first convention sometime in the 
1880's. They were John C. Bolinger, 
president, Croghan Bank and Savings 
Company, Fremont, Ohio, who attended 
his first convention in 1884; J. M. Din- 
widdie, president, Cedar Rapids Savings 
Bank and Trust Company, Cedar 
Rapids, Iowa, who first attended in 
1885; W. S. Linderman, president, Du- 
quesne National Bank, Pittsburgh, in 
1887; J. A. Spekenhier, executive vice- 
president, First State Bank and Trust 
Company, Bogalusa, La., and W. S. 
Webb, president, Missouri Savings Bank 
and Trust Company, Kansas City, both 
in 1888; and the following five were 
all present at their first convention in 
1889: Edwin H. Forry, vice-president, 
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Farmers Trust Company, Indianapolis; 
P. W. Goebel, president, Liberty Na- 
tional Bank, Kansas City; J. Comly Hall, 
vice-president, Farmers and Mechanics 
Trust Company, West Chester, Pa.; 
J. B. Jennings, vice-president, Mechanics 
Savings Bank, Moberly, Mo.; A. O. Wil- 
son, vice-president, State National Bank, 
St. Louis. 

Over thirty bankers who were at this 
year’s convention first began going to 
the association’s gatherings thirty or 
more years ago and are therefore en- 
titled to be ranked among the elder 
statesmen. Their geographic representa- 
tions make a broad cross-section of the 
country. They came from cities in 
Colorado, Connecticut, Georgia, In- 
diana, Illinois, Iowa, Kansas, Louisiana, 
Maryland, Michigan, Mississippi, Mis- 
souri, New York, Ohio, Pennsylvania, 
Washington and Wisconsin. 
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Princes Street, Edinburgh, Branch, 118 Princes Street 


LONDON OFFICES 


City Office: 62 LOMBARD STREET, E. C. 3 
AND. W. RUSSELL, Manager JOHN M. ERSKINE, Asst. Manager 


Kingsway Branch: J MPERIAL HOUSE, KINGSWAY, W. C. 2 
S 0. DAVIDSON, Manager 


GLASGOW CHIEF OFFICE 


113 & 115 BUCHANAN STREET 
ANDREW SCOTT, Manager WM. COCHRANE, Asst. Manager 


The Bank has 326 Branches and Sub-Offices in Scotland, and is in direct touch with 
every district, and in a favourable position for dealing with general banking business. 

Banking Correspondents throughout the United Kingdom, and in the principal cities 
of the world. 

Foreign Exchange business transacted, and Agency for Colonial and Foreign Banks 
undertaken. 

The Bank is prepared to undertake the duties of Executor or Trustee under wills 
and settlements, and to act as Trustee, for Debenture Holders, and for Public Bodies 
and Institutions. 


ADMINISTRATIVE OFFICIALS AND 
COMMITTEE HEADS ELECTED 


Federal Legislative Council: M. R. 
American Bankers Association 


A DMINISTRATIVE officials of the 


have been elected for the com- 
ing year, and chairmen of the various 
commissions and committees named. 

F. N. Shepherd has been re-elected 
executive manager of the A. B.A; 
Thomas B. Paton, general counsel; 
W. D. Longyear, vice-president of the 
Security Trust and Savings Bank, Los 
Angeles, treasurer; and William G. 
Fitzwilson, secretary and assistant 
treasurer. 

The committee heads who will serve 
during the administration of Craig B. 
Hazlewood, vice-president, Union Trust 
Company of Chicago, as president, in- 
clude: 

Administrative Committee: 
Mr. Hazlewood. 

Committee on Federal Legislation: 
M. R. Sturtevant, vice-president, Lib- 
erty Central Trust Company, St. Louis. 
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Sturtevant, vice-president, Liberty Cen- 
tral Trust Company, St. Louis. 

Fiftieth Anniversary Committee: 
Lewis E. Pierson, chairman of board, 
American Exchange Irving Trust Com- 
pany, New York City. 

Finance Committee: John G. Lons- 
dale, president, National Bank of Com- 
merce, St. Louis, first vice-president, 
American Bankers Association. 

Committee on Membership: C. E. Mc- 
Cutcheon, vice-president, First National 
Bank, Wichita Falls, Texas. 

Committee on Non-Cash Items: J. W. 
Barton, vice-president, Metropolitan Na: 
tional Bank, Minneapolis. 

Committee on State Legislation: Wil- 
liam S. Irish, president, First National 
Bank, Brooklyn, N. Y. 

State Legislative Council: William S. 
Irish, president, First National Bank, 
Brooklyn, N. Y. 





National Bank of Egypt 
Head Office: CAIRO 


Capital (fully paid) 
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£3,000,000 
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Committee on Taxation: Thornton 
Cooke, president, Columbia National 
Bank, Kansas City. 

Special Committee on Section 5219 
United States Revised Statutes: Charles 
P. Blinn, Jr., vice-president, Philadel- 
phia National Bank, Philadelphia. 

Foundation Trustees: J. H. Puelicher, 
president, Marshall and Ilsley Bank, Mil- 
waukee, Wis. 

Insurance Committee: W. F. Keyser, 
secretary, Missouri Bankers Association, 
Sedalia, Mo. 

Agricultural Commission: Burton M. 
Smith, president, Bank of North Lake, 
North Lake, Wis. 

Commerce and Marine Commission: 
Fred I. Kent, director, Bankers Trust 
Company, New York City. 

Economic Policy Commission: R. S. 


Hecht, president, Hibernia Bank and 
Trust Company, New Orleans, La 

Public Education Commission: J. H. 
Puelicher, president, Marshall and IIsley 
Bank, Milwaukee, Wis. 

Public Relations Commission: Charles 
Cason, vice-president, Chemical National 
Bank, New York City. 

The five members-at-large of the 
executive council appointed by Mr. 
Hazlewood are: Thornton Cooke, presi- 
dent, Columbia National Bank, Kansas 
City; R. B. Crane, chairman of board, 
Commerce Guardian Trust and Savings 
Bank, Toledo, Ohio; Walter Kasten, 
president, First Wisconsin National 
Bank, Milwaukee; P. J. Leeman, vice- 
president, First National Bank, Minne- 
apolis; H. H. Sanger, vice-president, Na- 
tional Bank of Commerce, Detroit. 





The Union Bank of Scotland 


LIMITED 
Established 1830 


Subscribed Capital 
Paid Up 
Reserve Fund 


£5,000,000 
...£1,000,000 
£ 1,450,000 
£25,936,327 


Chairman—His Grace THE DUKE OF ATHOLL, K.T. 
Head Offices: 
GLASGOW—St. Vincent Street EDINBURGH—George Street 
191 Branches throughout Scotland 
LONDON OFFICES—62, Cornhill, E. C. 3 
West End Branch—1, Regent Street, S. W. 1 


Adapted in Every Way to Carry Through All Forms of Banking Business 
in London and Scotland 


NORMAN L. HIRD, General Manager 


Every description of Home and Foreign Banking transacted. 


Letters of Credit issued on all places at home and abroad; Cable Remittances, 
Freight Collections. Ship’s Disbursements Credits, Commercial Credits, &c., ar- 
ranged. Bills of Exchange and Shipping Documents collected or negotiated sub- 
ject to approval. The Bank also undertakes the duties of Trustee and Executor. 


At London Offices Current Accounts and other business conducted on the 
usual terms of London Banks. Deposits received at interest. 


WE INVITE THE ACCOUNTS OF FOREIGN BANKS AND BANKERS 


CORN EXCHANGE OF PHILADELPHIA 


PUBLISHES TWO BOOKS 


ITH the publication of two 

books, the first designed to 

promote interest in historical 
Philadelphia, and the second to call at- 
tention to its natural beauty spots, the 
Corn Exchange National Bank of 
Philadelphia has successfully turned 
publisher. 

“Byways and Boulevards in and 
about Historical Philadelphia,’ by 
Francis Burke Brandt and Henry Volk- 
mar Gummere, lists twenty-nine sight- 
seeing routes through and about Phila- 
delphia, naming and describing each 
place of interest passed. The number 
of miles to be covered, the length of 
time it will take and explicit instruc- 
tions for driving, are given with each 
of the routes. They are made addi- 
tionally interesting by illustrations of 
many of the places and objects named 
and described. 
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The book also contains several pages 
of descriptions and statistics regarding 
Philadelphia and two valuable maps— 
one of the city itself, and one of the 
surrounding districts, with the main 
highways leading into Philadelphia. 

“The Wissahickon Valley,” by Fran- 
cis Burke Brandt, describes the natural 
beauties of a “miniature Alpine gorge” 
within the boundaries of a large city. 
It is full of information and contains 
many beautiful illustrations, as well as 
maps, etc., of the region. 

Both’ books are extremely well 
gotten up and printed. 

A copy of the first mentioned, “By 
ways and Boulevards,” was distributed 
to each delegate at the recent Amer’ 
ican Bankers Association convention 
held in Philadelphia, and thousands of 
additional copies have been sold by 
leading Philadelphia bookshops at $3 


a copy. 
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(Continued from page 738) 


The petitioner claims that testimony 
given by the respondent to the effect 
that the decedent told her that he was 
opening an account for her, which she 
was to get at his death, for her acts of 
kindness and goodness to him during 
many years, and other similar testi- 
mony, negatives the presumption that 
a joint account with the right of sur- 
vivorship was intended to be created. 
I do not agree with that contention. 
The card signed by both parties dis- 
tinctly states the contrary, and in my 
opinion is stronger evidence of the in- 
tent of the parties than the recollec- 
tion by the respondent as to declara- 
tions made by the decedent. This 
card, coupled with the form of the 
account and the bank book is, to my 
mind, conclusive evidence of the in- 
tention to establish a joint account with 
the right of survivorship. 

The petitioner has failed to establish 
that the property is part of the de- 


cedent’s estate, and the proceeding is 
therefore dismissed, in so far as such 
account is concerned. 

Enter order accordingly. 


BANK LIABLE IN PAYING 
STOPPED CHECK 


Grisinger v. Golden State Bank of Long 
Beach, California District Court 
of Appeal, 268 Pac. Rep. 425 


A bank which pays a check after 
the depositor has given it a written 
notice not to pay the check will be 
liable to the depositor. This is so 
even though the stop-payment form 
which the depositor signs contains a 
statement to the effect that he asks the 
bank to stop payment as an act of 
courtesy and releases it from any lia- 
bility in the case of payment or non- 
payment. 

Action by E. A. Grisinger against 
the Golden State Bank of Long Beach. 
Judgment for defendant, and plaintiff 
appeals. Reversed. 

_ HOUSER, J. The question involved 
in this appeal relates to the liability of 
a bank to one of its depositors who, by 
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a ““stop-payment notice” to the bank, 
ordered the nonpayment of a check 
theretofore drawn on his funds de- 
posited in said bank—notwithstanding 
the fact that, by a statement contained 
in such “stop-payment notice,” the 
bank purportedly was relieved “from 
any liability in case of payment” of 
such check. 

The facts appear to be that plaintiff 
had entered into an agreement with a 
finance company to the effect that, if 
within a fixed time it should secure a 
loan of $50,000 for him, he would pay 
to such finance company the sum of 
$1500 as commission in compensation 
for its services in that regard. It was 
also agreed between such parties that 
plaintiff would deposit with the finance 
company his post-dated check in the 
sum of $1500—apparently to be 
cashed on the consummation of the 
loan. However, before agreeing to de- 
posit his check, plaintiff had a con: 
versation with certain of the officers of 
the defendant bank, who assured plain- 
tiff that, if for any reason he should 
desire to stop payment on his $1500 
check, he might do so by giving to the 
bank a notice to that effect. Several 
days before the time limit had expired, 
within which (according to the agree- 
ment) the finance company was to se- 
cure the loan of $50,000 for plaintitf, 
it became evident to plaintiff that the 
loan would not be consummated. 
Thereupon he went to the representa- 
tive officers of the bank upon which 
his $1500 check had been drawn, and 
told them that, in accordance with 
previous conversations between them 
and him, he wished to stop payment on 
his $1500 check, ‘and then and there 
directed said defendant bank not to 
pay said check, and that said defen- 
dant bank then and there presented to 
plaintiff for his signature the follow- 
ing order in words and figures as fol- 
lows, to wit: 

“Golden State Bank of Long Beach, 
Long Beach, Calif.: Stop payment of 
check drawn by E. A. Grisinger, No. 
— dated September 8th for $1500.00. 
Favor of —. Date stopped 9/8/23. 
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Time 10 a. m. I ask this as an act of 
courtesy only and hereby release you 
from any liability in case of payment 
or nonpayment.” 

Plaintiff signed said notice. There- 
after, on presentation for payment of 
said check to said defendant bank, it 
caused to be stamped upon the face of 
said check the indorsement “Payment 
stopped, Sep. 11, 1923,”—notwith- 
standing which, on the same day, the 
defendant bank paid said check from 
funds in its possession belonging. to 
plaintiff. 

In the premises, a judgment for de- 
fendant was the result of an action 
brought by plaintiff against the defen- 
dant, and plaintiff appeals therefrom. 

The case of Hiroshima v. Bank of 
Italy, 78 Cal. App. 362, 248 P. 947, is 
directly in point. In principle, it is 
there held that, in circumstances such 
as are herein stated, the bank should 
not be permitted to pay the check and 
thereafter escape liability to its drawer 
on the ground that stopping payment 
of the check was merely “an act of 
courtesy.” In the Hiroshima Case the 
statutes and authorities are reviewed, 
and the reasons for the conclusion by 
the court are exhaustively stated. To 
here repeat the able argument there 
presented would serve no useful pur- 
pose. Suffice it to say that this court 
is in harmony with the conclusion there 
reached. 

The judgment is reversed. 


SENDING CHECK DIRECT TO 
DRAWEE BANK 


State v. Bismarck Bank, Supreme Court 
of North Dakota, 220 
N. W. Rep. 636 


It is negligence for a collecting bank 
to send a check direct to the bank on 


which it is drawn. If the proceeds of 
the collection are lost as a result of 
making the collection in this manner 
the bank will be liable for the amount. 
A bank may, however, make an agree- 
ment with its depositor permitting it 
to make collections in this manner. 
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Such an agreement is not void as 
against public policy. 

Action by the state against the Bis- 
marck Bank, L. R. Baird, receiver 
thereof, and the state of North Da- 
kota, doing business as the Bank of 
North Dakota, for negligence in the 
handling of a check deposited for col- 
lection. Judgment against defendant 
last named, and such defendant ap- 
peals. Reversed, and action dismissed. 

NUESSLE, C. J. The plaintiff, the 
state of North Dakota, seeks in this ac- 
tion to recover of the defendants the 
amount of a check received from the 
Workmen’s Compensation Bureau for 
collection in the usual course of bank- 
ing business. 

The facts are stipulated. So far as 
material, they are as follows: On May 
23, 1923, one Lovejoy mailed to the 
Workmen’s Compensation Bureau his 
check for $1154.02 in payment of his 
premium to the workmen’s compensa- 
tion fund. This check was drawn on 
the Williams County State Bank of 
Williston, N. D. Lovejoy was a de- 
positor in this bank, and at the time he 
drew the check, and thereafter until 
the bank closed on June 12th, he had 
a deposit credit in the bank sufficient 
to cover the check. On May 28th the 
Workmen’s Compensation Bureau de- 
posited this check for collection in the 
Bismarck Bank of Bismarck, N. D. On 
May 29th, the Bismarck Bank deposited 
the check in the Bank of North Dakota. 
On May 31st, the first business day 
thereafter, the Bank of North Dakota 
transmitted the check for collection and 
remittance to the drawee bank at Wil- 
liston. No returns were had upon the 
check; so on the seventh day there- 
after, the time required in the usual 
course of mail for returns to be made, 
the Bank of North Dakota, following 
the usual custom, sent a tracer after 
the check. On the 12th of June the 
Williams County State Bank closed. 
The Bank of North Dakota at once ad- 
vised the Bismarck Bank that no re- 
turns had been made on the check and 
that the drawee bank had closed. On 
June 19th the authorities in charge of 
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the closed Williams County State 
Bank returned the check to the Bank 
of North Dakota. The Bank of North 
Dakota charged the amount thereof 
back against the Bismarck Bank and 
returned the check to the Bismarck 
Bank. The Bismarck Bank did like- 
wise with the Workmen's Compensa- 
tion Bureau. In 1921 the Bank of 
North Dakota for its own protection 
addressed a notice to all its depositing 
banks, stating the terms under which 
it would accept checks and drafts for 
collection.. This notice read: 


“To all Customers, Patrons, and Per- 
sons Dealing with or through the 
Bank of North Dakota, Bismarck, 
North Dakota: 

“The Bank of North Dakota accepts 
items other than cash from you and 
handles them for you only upon the 
following conditions: 

“All items for deposit other. than 
cash, are accepted and credited for col- 
lection only, and may be deferred or 


charged back until the cash therefor 
shall have been actually received by 
this bank. 


“The Bank of North Dakota re- 
serves the right to refuse payment on 
your checks when drawn against de- 
posits consisting of items other than 
cash for which credit has been given 
but for which the cash has not been 
received. All items will be sent out 
or presented for collection or payment 
in the customary manner or in any 
other manner the bank may select. 

“The Bank of North Dakota re- 
serves the right to select any agent or 
subagent, who in turn may select 
agents and subagents to handle such 
items or such items may be forwarded 
direct. 

“The Bank of North Dakota does 
not undertake any responsibility or as- 
sume any liability for items out for 
collection, credit, or payment after 
they have left the Bank of North Da- 
kota until the cash has been received 
therefor. 

“If any item is dishonored or lost, 
or the money due thereon is lost by 
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reason of the acts or omissions, misap- 
propriations or conversions, negligences 
or defaults of any agent or subagent, 
the Bank of North Dakota will not be 
responsible therefor. 

_ “Where any item has been charged 
back, the dishonored item, or any 
paper returned to the bank in lieu 
thereof will, if it can be obtained and 
if it can be legally done, be turned 
over to the owner in lieu of the 
original item. 

“The Bank of North Dakota as- 
sumes responsibility only for such 
moneys as actually come into its hands. 

“There are inclosed herewith two 
copies. Please acknowledge receipt of 
one and return.” 


The Bismarck Bank received this no- 
tice in duplicate, and to evidence such 
receipt indorsed an acknowledgment 
thereof upon one of the notices and re- 
turned the same to the Bank of North 
Dakota. Thereafter all business done 
between the banks was done pursuant 
to the terms of the notice, and such 
was the manner of the conduct of this 
business at the time of the deposit of 
the check here in question in the Bank 
of North Dakota on May 29, 1923. 

On this state of facts the plaintiff 
predicates its case. There is no con- 
tention that there was any negligence 
on the part of the defendant Bank of 
North Dakota, unless it be that it con- 
stituted negligence on its part to send 
the check for collection directly to the 
drawee bank. The cause was tried to 
the court without a jury, and the court 
made findings of fact and conclusions 
of law favorable to the plaintiff, and 
ordered judgment accordingly against 
the bank of North Dakota. Judgment 
was entered pursuant to the order, and 
the Bank of North Dakota appeals. 

It was the theory of the trial court 
that the so-called Massachusetts rule 
respecting the duties and obligations of 
collecting banks is in force in this 
jurisdiction; that thus there was privity 
between the Workmen’s Compensation 
Bureau as a depositor and the defen- 
dant as a collecting bank; that the 





Che Bank af United States 


MEMBER FEDERAL RESERVE SYSTEM 


Statement of Condition 
May 21, 1928 


ASSETS 


Cash in Vaults and in Banks $25,118,058.86 
Bonds and OtherInvestments 33,171,721.84 
Collateral Loans . . . . 39,686,978.26 
Discounts ... . . . 73,647,417.93 
Banking Houses and Equip- 

Mi -5 6 oa we a Ze 1,641,256.15 
Accrued Interest Receivable 432,447.83 
Customers’ Liability and 

Acceptances . ... . 2,859 590.66 


$176,557 ,471.53 


LIABILITIES 


Cemtel . . 2 « s + | Qe eee 
I ee ae ee ee 7,500,000.00 
Undivided Profits . . . . 2,601,405.84 
Reserves for Interest, Taxes, 

Dividend, Ete. . .. . 2,154,077.83 
Unearned Discount .. . 741,900.29 
Depesite . « « « «+ © + SLY 
Acceptances Outstanding . 3,077,106.40 


$176,557 ,471.53 


THE BANK OF UNITED STATES BUILDING 


OFFICERS 
Cc. STANLEY MITCHELL BERNARD K. MARCUS 
Chairman of the Board SAUL SINGER President 
Executive Vice-President 


VICE-PRESIDENTS 


JOSEPH BROWN ROBERT ADAMSON 
HENRY W. POLLOCK HENRY MECKAUER 
HERMAN 8S. GOTTLIEB A. H. PLANTEROTH MICHAEL G. KLETZ 
FREDERICK G. SINCLAIR JULIUS LICHTER MAX MARKEL 
GEORGE PANKIN P. SCHIFFMAN H. I. STEVENS 
CHARLES E. HEYDT ROBERT D. MacMURDY 
G. S. SPINNER FRANK GALLAGHER 


CASHIER 
RALPH HENDERSON 


ASSISTANT VICE-PRESIDENTS 


. AHRENS JAMES H. CLARK F. SILVERSTEIN 
. STRONG P. F. W. AHRENS W. W. VEAZIE 

AMBURGER M. J. MEYERS LEO M. SELLING 
RLES H. HOFFMAN LOUIS WEINSTEIN 


Main Office: Fifth Avenue at Forty-Fourth Street 
NINETEEN OTHER OFFICES IN GREATER NEW YORK 


A Distinguished Banking Connection 





THE BANKERS MAGAZINE 


transmission of the check to the drawee 
bank constituted negligence; that any 
contract the defendant bank may have 
attempted to make, whereby it should 
be permitted to transmit checks re- 
ceived by it for collection to the drawee 
bank was contrary to public’ policy and 
void; and that therefore, on account 
of the manner in which it handled the 
item in question, the defendant Bank 
of North Dakota was guilty of negli- 
gence, for which the plaintiff was en- 
titled to recover as against it. 

This court, in the case of Pickett v. 
Baird Investment Co., 22 N. D. 343, 
133 N. W. 1026, held it to be negli- 
gence on the part of a bank having a 
check for collection to transmit it di- 
rectly to the bank by whom payment 
was to be made, with request that re- 
mittance be made therefor. And this 
seems to be the general rule, in the ab- 
sence of special contract. See note, 22 
N. D. 343; Federal Reserve Bank v. 
Malloy, 264 U. S. 160, 44 S. Ct. 296, 
68 L. Ed. 617, 31 A. L. R. 1261. But 
a collecting bank, since it is under no 
obligation to undertake a collection, 
may impose any contractual condition 
that it sees fit with respect to the man- 
ner and means by which a collection 
which it does undertake shall be made. 
Farmers’ State Bank v. Union National 
Bank, 42 N. D. 449, 173 N. W.. 789, 
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and authorities cited; Fergus County v. 
Federal Reserve Bank, 75 Mont. 582, 
244 P. 883. This being so, it is 
wholly immaterial in the instant suit 
as to whether the New York rule or 
the Massachusetts rule controls in this 
jurisdiction. These rules are merely 
general rules, and apply only in so far 
as there is no contractual stipulation 
of the parties overriding them. Here 
the parties by their contract stipulated 
that the defendant Bank of North Da- 
kota might, if it saw fit, forward such 
items as it should receive for collection 
direct. 

There is no ground for the conten- 
tion that this practice is contrary to 
any rule of public policy. Certainly 
it is not forbidden by any statute. On 
the contrary, the Legislature in 1925 
(chapter 170, S. L. 1925) enacted a 
statute of the opposite import, as did 
also the Legislature of 1927 (chapter 
92, S. L. 1927). It is true the trans 
action involved in this suit took place 
in 1923 prior to these enactments. But 
this court in 1919 had recognized the 
right of the parties to such a transaction 
to contract with respect to the manner 
in which the collection might be made. 
See Farmers’ State Bank v. Union Na- 
tional Bank, supra. 

The judgment of the district court 
must be reversed, and the action dis- 
missed. It is so ordered. 


CHEMICAL HOLDS HOUSE-WARMING IN 
NEW BANKING HOME 


HE Chemical National Bank of 
New York, the oldest bank in the 
down-town financial district which 
is doing business under its original name, 
held a house-warming recently in its 
new home at 165 Broadway, in the 
newly completed wing of the Benenson 
building. The moving marked the second 
time that this bank has changed its lo- 
cation since its establishment 104 years 
ago. 
Visitors from twenty-six states, the 
presidents of most of New York City’s 


large banks, and J. W. McIntosh, 
Comptroller of the Currency, were 
among those present at the opening to 
congratulate Percy H. Johnston, presi- 
dent of the Chemical, and his associate 
officers. 

The bank’s new home is modern in 
decoration and equipment. The lobby 
and officers’ platform are trimmed with 
natural teakwood and Botticino marble, 
giving an atmosphere of warmth to the 
interior. 

“My long 


experience as a bank 
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examiner,” said Mr. Johnston in com- 
menting on this appearance, “convinced 
me that too many many banks were 
architecturally forbidding—that their 
dignity was so cold that most persons 
wished to get out of them as quickly as 
possible. As a result, when it came 
time to build a new home for our insti- 
tution, I asked the architect to proceed 
on the theory that the latter was to be 
restful and inviting, rather than im- 
pressive and forbidding. I think that 
he has accompiished the desired end.” 

The banking space extends all the 
way through the new building, con- 
structed especially for the Chemical’s 
use, from Broadway to Church street, 
occupying 56,000 square feet The main 
banking floor contains 17,000 square 
feet. The building is constructed in 


such a way that all departments are 
easily accessible to customers, including 
trust, foreign securities, compound in- 
terest and safe deposit vaults. The re- 
moval of the main office to the financial 
district is part of a general program of 


expansion inaugurated several years ago. 
Within the last three years seven 
branches have been opened and recently 
a securities corporation was organized. 
The charter of the New York Chem- 
ical Manufacturing Company, granted 
in 1823, was amended in 1824 to per- 
mit banking operations, which were be- 
gun forthwith. The banking business 
was begun with a capital of $500,000, 
but it was stipulated that $100,000 of 
this must be used in the chemical man- 
ufacturing business. When the charter 
expired in 1844 the manufacturing busi- 
ness was liquidated but the banking 
function continued under a new charter 
with a paid-in capital of $300,000. 
From the date of origin to the present 
time the bank has been conspicuous 
for the ability of its keen executives, 
the two outstanding earlier executives 
being John Mason, who laid the founda- 
tion for the bank’s greatness, and John 
Quentin Jones, who served thirty-four 
years, and under whom it forged to 
the forefront among institutions of its 
day. The institution was dubbed “Old 
Bullion” by The New York Press during 
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the panic of 1837, when it was the only 
new York bank to redeem its notes in 
metallic money. 

When the Chemical decided to move 
“uptown” to 216 Broadway nearly 
eighty years ago commentators declared 
that it was courting ruin, as no bank 
could survive so far from the heart of 
the financial district. Today, it is 
pointed out by officials of the institu- 
tion, the “farthest north” bank in New 
York City is just twelve and one-half 
miles further “uptown.” When the 
Chemical moved into its second home it 


Percy H. JoHNsTON 


President of the Chemical National 

Bank of New York, which has re- 

cently moved into new banking 
quarters. 


became an integral part of a then, and 
for some time later, notable center, a 
center which included Delmonico’s, 
Stewart’s department store, and the 
City Hall, the last-named at that time 
a much more important factor in civic 
affairs than it is today. There were 
only two ways of getting downtown in 
those days: one was to walk; the other 
was to come down in a horse-drawn 
vehicle, either a private carriage or a 
horse-car. — 








A. E. LeFcourt 


Chairman of the board of the new Lefcourt-Normandie National 
Bank, to be opened in New York early next year. 


— made an outstanding success for himself in two 
lines of business, at the age of 51 A. E. Lefcourt is taking 
up a third—banking—having become chairman of the board of 
the new Lefcourt-Normandie National Bank, to be opened early 
next year in the new Lefcourt-Normandie building, Broadway 
at 38th street, New York. 

Eleven years ago Mr. Lefcourt entered the building business, 
and since that time has erected twenty-one buildings in Greater 
New York, at a cost of more than $100,000,000. He is one of 
the outstanding builders of the city today. 

Prior to his career as a builder, Mr. Lefcourt had been suc- 
cessful in the garment business, which he entered at the age of 
20. Twenty-seven years ago he started his own business, with a 
capital of $200. 
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BANKERS TRUST ORGANIZES SECURITY 
COMPANY 


York, has organized a securities 

company, to be known as the 
“Bankers Company of New York,” 
which will take over the business here- 
tofore conducted by the securities de- 
partment of the Bankers Trust Com- 
pany. All of the capital stock of the 
company will be owned by the parent 
concern. 

A. A. Tilney, president of Bankers 
Trust Company, is chairman of the 
board of directors of the new company, 
and B. A. Tompkins, who has been vice- 


T% Bankers Trust Company, New 


A. A. TILNEY 
President of the Bankers Trust Com- 
pany and chairman of the Board of 
the new Bankers Company. 


president of the bank in charge of. its 


securities operations, is president. The 
board of directors will be the same as 
that of the bank. The executive com- 
mittee will consist of W. S. Ewing, 
Landon K. Thorne, George E. Murnane, 


F. N. B. Close, Seward Prosser, A. A. 
Tilney and B. A. Tompkins. The vice- 
presidents will be R. C. Hogan, R. H. 
Fullerton, C. L. Stacy, Paul Sims, W. J. 
Lippincott and Henri Fischer. 
Headquarters of the new company 
will be in the Bankers Trust Company 


B. A. TomMPKINS 


President of the new Bankers Com- 
pany of New York, investment sub- 
sidiary of the Bankers Trust Company. 


building at 16 Wall street. It will 
engage in the underwriting and distribu- 
tion of all classes of investment securi- 
ties: government, state, municipal, rail- 
road, public utility and industrial. 
Fourteen out-of-town offices will be 
maintained, extending from Boston and 
Baltimore on the east to Minneapolis, 
Chicago and St. Louis on the west and 
to Atlanta and New Orleans on the 
south. 

The organization of a separate se- 
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curities company is another landmark in 
the development of Bankers Trust Com- 
pany, which celebrated its twenty-fifth 
anniversary on March 30 of this year. 
The origin of the new company dates 
back scarcely more than ten years to a 
securities department maintained by the 
parent company. This department did 
little more than act as receiving and 
delivery agent for its customers’ securi- 
ties. In 1919, with the growth of the 
investment security business in this 
country coincident with war financing 
both for our own and foreign govern- 
ments, the securities department was 
expanded and began to participate in 
the purchase and sale of investment 
securities. 

In 1920, B. A. Tompkins, then a 
junior officer at the Fifth Avenue office 
of the bank, was called to the Wall 
Street office-to take charge of the new 
department. Under his administration 


and that of the men associated with him, 
the development of the department went 
steadily forward. R. C. Hogan, who 
joined the Bankers Trust Company in 


1920, laid the foundation of its system 
of out-of-town offices and developed the 
nation-wide contacts which were neces- 
sary to the distribution of the issues 
which the department underwrote. R. H. 
Fullerton, who joined the organization 
at about the same time, to handle its 
purchases of state and municipal bonds, 
later assumed charge of the department's 
entire underwriting activities. 

From a small division of the bank 
with scarcely a dozen employes, the 
securities department has now become 
a separate company with 300 employes 
in nineteen different offices. In 1927 
a compilation of the volume of business 
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originated and participated in by the 
leading investment banking organiza- 
tions in the country showed that the 
securities department of Bankers Trust 
Company had been interested in issues 
totaling over $820,000,000. 

In a letter to stockholders of Bankers 
Trust Company, Seward Prosser, chair- 
man of its board of directors, comments 
on the organization of the new Bankers 
Company of New York as follows: 

“The beard of directors has organized 
Bankers Company of New York to take 
over the investment banking business 
hitherto conducted by the securities de- 
partment of Bankers Trust Company. 
The change has been made in order that 
the investment banking business in 
which Bankers Trust Company is in- 
terested may be carried on under laws 
specifically applicable to investment 
rather than to commercial banking. 

“The new company will be managed 
by the same board of directors as 
Bankers Trust Company and its officers 
will be those who have been in charge 
of the securities department of Bankers 
Trust Company. A. A. Tilney will be 
chairman of the board of directors and 
B. A. Tompkins will be president. The 
entire capitalization of the new com 
pany will be owned by Bankers Trust 
Company. 

“The board of directors is confident 
that this step, which has been taken -in 
conformity with well-matured plans, 
will enable Bankers Company of New 
York to maintain an increasingly im- 
portant position in both domestic and 
foreign investment banking operations, 
and that its larger activities in this field 
will be of distinct benefit to the parent 
company.” 
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GERMANY’S ECONOMIC DEVELOPMENT 


A comprehensive survey of Germany's economic and financial situation for the first 


six months of 1928. 


From a copyrighted report issued’ by the Reichs-Kredit-Gesell- 


schaft, Aktiengesellschaft, Berlin. 


development is such that economic 

growth and expansion have be- 
come a matter of necessity. The un- 
derlying reasons for this are increases 
in population, the desire for a higher 
standard of living, and the. continuous 
progress of technical methods. In Ger- 
many’s case there is an additional po- 
litical reason, namely, the burden of 
reparations payments. This universal 
need for economic expansion, however, 
does not affect all the different coun- 
tries of the world in the same manner 
or degree. Countries whose standard 
of living is high as compared with the 
rate of increase of their population, or 
countries which have large foreign in- 
vestments, are able to create living and 
working accommodations outside their 
own borders; they export capital and 
let other countries work for the benefit 
of both. However, those countries 
whose standard of living is low when 
compared to the rate of increase of 
population, or those which have no 
foreign investments, find themselves 
compelled to develop new fields of 
productivity within their own terri- 
tories, so as to take care of their grow- 
ing population and its demand for 
goods. These countries, not having re- 
sources of their own, must borrow the 
necessary capital. It is therefore true 
that in highly developed countries 
gradual expansion is a sign of a com- 
paratively high standard of living, 
while rapid expansion indicates a com- 
paratively low standard. 


Tis nature of modern economic 


CHIEF IMPETUS TO EXPANSION 


Economically speaking, Germany is 
expanding within ther own _ borders. 


The greatest impetus to this growth is 
the heavy increase in population. Ger- 
many’s population is at present growing 
at the rate of about 300,000 per an- 
num, so that in ten years it will be 
about 3,000,000 more than. it is today 
and, despite the severe war losses, 6,- 
500,000 greater than it was in 1914 
within the same territory. This 
growth represents an annual increase 
of about one-half of 1 per cent. of the 
present population. The number of 
wage earners and the number of fami- 
lies is, however, increasing much more 
rapidly. Allowing for emigration, it 
has been estimated that up to 1935 
the number of families will increase at 
the minimum rate of 200,000 per an- 
num, or about 14% per cent. In the 
last pre-war years the number of 
families increased at the rate of about 
190,000 per annum, at a time when 
there was less emigration. The growth 
in the number of wage earners and in 
the number of families will therefore 
make it necessary that Germany 
total productive and consumptive sys- 
tem be expanded during the next few 
years. This expansion must not only 
be fully up to pre-war levels, but must 
actually go beyond them. A volume 
of capital expenditures of pre-war mag- 
nitude would not even satisfy the de- 
mands arising out of the normal in- 
crease in population. 


A SECOND MOTIVATING FORCE 


This natural need for expansion, 
which increases from year to year, is 
accompanied by a second motivating 
force, namely, the latent demand re- 
maining from the decade 1914-1924. 
Present conditions in Germany indi- 
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cate that a natural development may 
be thwarted temporarily but cannot be 
suppressed indefinitely. The exact ex- 
tent of this demand cannot be calcu- 
lated, but statistics are available on the 
number of families not occupying sepa- 
rate apartments. According to the 
census of 1927 this was over 900,000, 
which is more than 600,000 above the 
1914 figures. The shortage of ade- 
quate housing facilities is thus about 
twice as large as the total number of 
apartments in a city the size of Ham- 
burg, or a state of the size of Baden. 

The necessity for technical progress 
is another factor in the development 
of any country’s productive system. 
This necessity varies depending on_ the 
extent to which a country secures its 
income from domestic production and 
sells its products competitively in the 
world’s markets. Another determining 
factor is the income which a country 
derives from its foreign investments. 
Thus a further handicap is imposed on 


Germany which she must attempt to 
equalize by progressive technical 
methods. Besides, much ground was 
lost between 1914 and 1924, which 
must also be made up. 


A SPECIAL IMPETUS FOR EXPANSION 


Finally, Germany derives a special 
impetus for productive expansion from 
the reparations burden. Annuities of 
long and indeterminate duration, such 
as demanded by the Dawes Plan, can 
in the final analysis be paid only out 
of a country’s annual surplus and not 
out of capital or by borrowing. Con: 
sequently, Germany’s ability to raise 
the reparations annuities must in the 
long run depend on the expansion and 
improvement of her economic equip- 
ment. Practically devoid of income: 
producing foreign investments, Ger- 
many is forced by the reparations bur- 
den into exceptionally rapid expansion. 

The situation leads to two important 
conclusions. First, Germany will have 
to make additional capital expenditures 
at home. These must exceed pre-war 
levels, and also surpass the rate at 
which capital is now being created. To 
diminish capital formation would be 
equivalent to retarding the necessary 
operation. Secondly, Germany must be 
prepared for heavy fluctuations in avail: 
able supplies of capital, since she re’ 
mains dependent on foreign countries 
to advance her the necessary funds. 
Her ability to satisfy the need for 
economic expansion will vary accord: 
ingly. These points are essential for a 
proper understanding of the present day 
economic development of Germany. 


INDUSTRIAL PRODUCTION 


In the first quarter of the current 
year, Germany’s industrial production 
maintained the comparatively high level 


of 1927. In the second quarter a de 
cline both in new orders and in pro 
duction became noticeable in some lines 
of trade. Seasonal influences some’ 
times offset “and sometimes accentuated 
the recession. The greater purchasing 
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of vital importance. Progress will be facili- 
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of agents and the closing of contracts, 
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power of international markets thus 
temporarily counteracted the decline in 
a number of industries, and the sup- 
pressed demand of the domestic popu- 
lation has done so in others. 

In the first four months of the cur- 
rent year production and domestic sales 
of coal were still above the correspond- 
ing figures of 1927, but in May they 


dipped below those of a year ago. 
The great need for economic expan- 
sion has enabled coal production to 


remain above pre-war levels. Statistics 
indicate, however, that since the stabili- 
zation of the currency the output has 
been subjected to wide fluctuations ‘de- 
spite the regulation of sales by the Coal 
Syndicate and the coincidence of the 
British coal strike in the depression 
year 1926. 

More definite evidence of recession is 
given by the index for industrial pro- 
duction, calculated by the Institute for 
Economic Research, which covers the 
trend of production of fourteen repre- 
sentative commodities. 

During the first quarter, sales of 
electric power for industrial purposes 
remained at the high level reached late 
last year. Compared with 1927 the 
monthly figures are decidedly higher, 
thus illustrating the development of 
business activity as well as the increased 
demand for electricity arising out of 
improvement in technical methods. 

Production in the iron industries has 
fallen off considerably in the last few 


months. The decline would have been 
even greater if exports had not to 
some extent counteracted the sudden 
recession in domestic sales. Since April 
monthly production has been below 
the 1927 figures. 


BUILDING CONSTRUCTION 


Business in building and construc- 
tion is beginning to decline and the 
number of building permits issued has 
fallen off. At the moment these trades 
are still fairly active in completing un- 
finished contracts. 

In regard to the fluctuations in the 
volume of housing construction over 
a period of years, a recent survey 
shows that before the war these tended 
to be more pronounced than in recent 
years. At that time housing facilities 
were generally adequate, so that fluctu- 
ations in the building trades depended 
chiefly on the cost of financing. To 
day, however, the discrepancy between 
available housing facilities and actual 
requirements is so great that the ur’ 
gency of the demand has become the 
dominating factor. The influence of 
the costs of financing is, of course, not 
eliminated entirely, but it has dimin- 
ished in relative importance. 

Reports from the machine industry 
indicate a decline in domestic orders 
and a rise in exports. Here as else 
where the change becomes noticeable 
in the second quarter. Although the 
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German machine industry sells a com- 
paratively large part of its products 
abroad (25 per cent. according to the 
Institute for Economic Research), it is 
still uncertain whether the rise in for- 
eign orders will fully counteract the 
decline in domestic sales. 

As a final indication of the down- 
ward trend in general business turn- 
over, one may point to the freight car 
loadings of the Federal Railway Com- 
pany. Whereas the first quarter found 
railway traffic above the corresponding 
figures for 1927, the second quarter 
witnessed a downward trend. 


THE EMPLOYMENT MARKET 


Developments in the employment 
market for the first few months of this 
year closely resemble those of 1927. 
The seasonal increase in unemployment 
during the winter months was followed 
by an equally great and rapid improve- 
ment. At the end of the first quarter, 
the number of people employed was 
probably larger than at the same time 
last year. In April, however, a de- 
crease in the number of positions avail- 
able for women became noticeable. This 
phenomenon was evidently not  sea- 
sonal, but determined by actual busi: 
ness conditions. In May this trend 
continued further. 

The change in business conditions has 
thus far been more noticeable in those 
industries engaged in the production 
of consumption goods than in those en- 
gaged in the manufacture of produc- 
tion goods. On the one hand this is 
due to conflicting seasonal tendencies, 
on the other, however, to different de- 
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grees of sensitiveness to business fluctu- 
ations. The profits from consumption 
goods are usually invested in the form 
of inventories, but in, the case of pro 
duction goods, they find their way— 
more slowly and _ steadily—into fixed 
assets. Manufacturers of consumption 
goods can therefore adapt themselves 
more readily to changes in market 
sentiment, and can improve their 
liquidity rather rapidly by the deple- 
tion of inventories. Manufacturers of 
production goods can do this only very 
gradually. In consumption goods the 
change in business conditions points to 
the beginning of a change in inven- 
tory policy, which will tend to make 
more capital available for construction 
purposes and thus relieve the pressure 
on production goods. The fact that 
turnover in consumption goods has re 
ceded much sooner than was ordinarily 
the case before the war proves that the 
business boom of the last year and a 
half was not based on a speculative 
over-estimate of market, but on the 
underlying necessity for expansion, 
which became more and more evident 
as the terms on which capital could be 
obtained improved. 

Fluctuations in the employment mar- 
ket are at present heavier than they 
were before the war... 


WAGE TRENDS AND LIVING COSTS 


In connection with the generally 


favorable business conditions, wages 
have moved upward. Statistics on wage 
trends and living costs seem to indicate 
that the present level of real wages has 
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reached and even slightly surpassed 
that of the pre-war years. 

The number of labor conflicts has 
once more declined after having risen 
during the last year. The number of 
working days lost by strikes and lock- 
outs has consistently remained below 
pre-war averages. 

No predictions may as yet be ven- 
tured on the outcome of the crops, on 
which nearly a third of the working 
population is dependent for its in- 
come. The last two years have demon- 
strated how easily great efforts and pre- 
mature hopes can be destroyed by ad- 
verse weather conditions as late as the 
actual harvest season. For the current 
year the crop reports indicate that, pro- 
viding the weather is favorable, an 
increase in the harvest may be expected. 
With the exception of nitrogen, sales 
of artificial fertilizers made further 
progress during the current year. 

The latest crop reports differ only 
slightly from those of a year ago. 
Weather conditions in June somewhat 
retarded the crop, but improved its 
quality. Since agriculture is dependent 


on the weather, its development is not 
always consistent with general business 
conditions. The crop returns are vari- 
able, while the costs thereof are rela- 
tively constant, and this naturally 
causes extensive fluctuations in savings 
and capital formation. In this respect 
therefore agriculture may be said to 
exert an important influence on indus- 
trial activity. 


MASS CONSUMPTION 


Domestic mass consumption, which 
absorbs the great majority of the goods 
turned out by industry, is gradually 
rising. Figured on a per capita basis, 
pre-war consumption has apparently 
been exceeded but slightly, while if 
allowance is made for various changes 
in the age distribution of the popula- 
tion, the pre-war level has but barely 
been reached. 

From a study of wages one might also 
infer that mass consumption is fairly 
close to its pre-war volume. The statis- 
tics given, however, cover only stand- 
ard time schedules, i. e., they do not 
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take into consideration the changes in 
income resulting from longer or shorter 
working days. Real wages of the work- 
ing class appear on the average to have 
attained pre-war levels. 

It is a noteworthy fact that the con- 
sumption of alcohol has declined by 
more than 25 per cent. since before the 
war. 

At the moment, consumption of basic 
food products is still on the increase. 
Sales of the co-operative associations 
are also still rising, allowing for the 
usual seasonal recession between the 
fourth and first quarters. Since the 
volume of these sales is generally not 
influenced by changes in inventory 
policy nor, over short periods, by addi- 
tions to the list of goods on sale, one 
may conclude that the general standard 
of living has risen in the last few years 
and is still rising. Figured on a per 
capita basis and considering the higher 
cost of living, the pre-war standard 
appears to have been attained. 

Mass consumption is as a rule not 
subjected to wide fluctuations. Move- 
ments in the business cycle are caused 
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principally by fluctuations in the sale 
of production goods. Developments in 
the building trades, in the iron indus 
try, in textiles, and in other branches 
that particularly depend on capital ex: 
penditures and inventory accumulations 
suggest that sales of production goods 
are declining. This is also indicated 
by the trend in the supply of available 
capital, which will be discussed further 
below. 


FOREIGN TRADE 


It cannot yet be determined whether 
exports will be large enough to make 
up for the decline in domestic capital 
expenditures, i. e., in domestic sales of 


production goods. Since 1924 exports 
have made considerable progress and in 
this the last half year has been no ex’ 
ception. Exports, however, have not 
increased nearly as much as production. 
Allowing for the depreciation in the 
value of money, exports are still below 
pre-war levels, and account for a 
smaller percentage of total sales than 
in 1913. 
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In the last few years progress has 
been fairly steady. It may be said to 
be the result of a number of factors 
which supplemented each other, and 
which are still in operation. The 
growth in foreign purchasing power 
and the tendency of foreign countries 
to build up their plants and machinery 
have increased the demand: for produc- 
tion goods—typical products of Ger- 
man industry. By virtue of various 
commercial treaties, tariff difficulties 
have been somewhat alleviated, al- 
though they still remain an important 
factor. Rationalization has increased 
Germany's ability to compete in the 
world’s markets, while the slump of 
her domestic markets in the depression 
year 1925-26 provided an unusually 
powerful stimulus to exports. The 
type of goods Germany exports does 
not permit her merely, to cater to spo- 
radic markets, but at the same time 
she must take advantage of every op- 
portunity abroad, particularly when 


foreign countries are making capital 


extensions. This can only be accom- 
plished by continuously cultivating for- 
eign markets over a period of years, 
and the fundamental significance of 
this problem is being recognized more 
and more. 


New Orleans 
XXXII 


Southern Yacht Club 


New Orleans, bordering on the South- 
ern shore of Lake Pontchartrain, 
easily accessible by water to the 
Gulf of Mexico, is ideally located for 
pleasure boating and yachting. The 
Southern Yacht Club (pictured 
above) has a membership of 1,500 
and a fleet of more than 500 yachts. 
The Club acts as host to numerous 
regattas, including the Liptoh 
Trophy Races. 


Hibernia Bank and Trust Co. 
New Orleans, U. S. A. 


Since foreign countries will pre- 
sumably make further progress in build- 
up their productive equipment, an in- 


Exports. 


Free Exports (exclusive of gold and silver) 


Finished [| Tota!__|_ Per capita _| 
goods As corrected by the Federal 
Bureau of Statistics 


in mill. Rm. (1913 M.) 


Monthly average: 


Deliveries 
in kind 

on repara- 
tion ac- 
count 


inRM(1913M)}in mill. Rm. 





Christiania Bank og Krediikasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 
Norway 


Banxine Business oF Every 
Description TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 
The National City Bank of New York, National Bank of Commerce in New York 
and American Exchange Irving Trust Company 


crease in Germany's export trade may 
be hoped for. A rise in exports of 
industrial goods is an important pre- 
requisite to the sound development of 
Germany's entire domestic economic 
system. 


THE VOLUME OF IMPORTS 


The volume of imports has under- 
gone wide fluctuations in the last few 
years, reflecting the changing tide of 
domestic capital expenditures. Whereas 
the development of the export trade is 
dependent principally on economic pro- 


gress abroad, imports are largely de- 
termined by domestic growth. Ger- 
many’s urgent need for expansion and 
her natural efforts to make the most 
of her productive capacity will natur- 


ally lead to a rise in imports, provided 
there is a possibility of obtaining the 
import surplus on credit. In our re 
port on Germany's economic develop- 
ment in the second half of 1927, we 
pointed out that with her available 
productive equipment and technical skill 
Germany can produce iron, machinery, 
chemicals, electrochemical goods and 
many other commodities beyond her 
own needs, but that she cannot do 
without imports of raw materials and 
foodstuffs. Since Germany has thus 
far not been able to sell her produc 
tive surplus to foreign countries, ca- 
pacity operation was possible only by 
using foreign credits to meet repara- 
tion payments and the deficit in the 
trade balance, enabling her to invest 
the productive surplus at home. The 


Imports. 
inane Cadet of Se 


Excluding de- —_ de- 
liveries in kind jliveries in kind 


As corrected by the Federal 
Bureau of Statistics 


pom 4 
in Mill. Rm. | in Rm. | ' 
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Branches: Armenia (Caldas), Barranquilla, Bogota, Bucaramanga, 
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GENERAL BANKING BUSINESS 


need for expansion of Germany's eco- 
nomic system was so great that capital 
expenditures were readily made despite 
the high interest charges involved. As 
this situation changes, imports will 


In view of the important influence 
of foreign trade and domestic capital 
expenditures on industrial production, 
a study of price trends deserves par- 
ticular attention. 


Germany’s Imports of Capital. 
(Balance of payments estimated for Jan—May 1928, in millions. of Rm.) 


Requirements arising out of:— (approx.) 


Adverse trade balance less deliveries in 
kind (corrected figures) 


Reparations payments 


Net debit balance of interest and serv- 
ices and shifts of population 


Increase in visible gold and foreign 


exchange reserves of Reichsbank . .. 168 


Total about 2,100—2.200 


naturally decline. The movement of 
capital between Germany and other 
countries is dominated by foreign trade 
and reparations. 

Evidently there is a close relation 
between large surplus imports, efficient 
use of plant and machinery, and the 
utilization of productive surpluses for 
domestic capital expenditures. In this 
we see one of the most significant 
characteristics of Germany’s economic 
development—namely, that despite all 
her energy and creative effort, her own 
resources will not suffice to meet the 
demands arising out of her economic 
growth, and at the same time pay 


reparations as provided for by the 
Dawes Plan. 


Covered by:— (approx.) 


Foreign loans 


Other foreign indebtedness 


(net balance) 1,230—1,330 


Total about 2,100—2,200 


In the first three quarters of 1927 
such price increases as took place con- 
fined themselves largely to domestic 
consumption goods and were partially 
the result of higher prices for foreign | 
raw materials. Since the fourth quarter 
of 1927, however, advances have oc- 
curred chiefly in the prices of produc- 
tion goods. This not only tends to 
diminish exports, but probably has the 
same effect on the volume ‘of domestic 
capital expenditures. In a country 
where interest rates are higher than 
those abroad, rising prices for produc- 
tion goods represent a_ particularly 
strong handicap for building and con- 
struction, and for this reason they are 
a more serious problem to Germany 
today than before the war. 
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DIRECTORS 
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BANKING IN FINLAND! 


KANSALLIS - OSAKE - PANKKI 


(National Joint Stock Bank) 
ESTABLISHED 1889 


Head Office: 
HELSINKI 
(Helsingfors), Finland 


156 Branches at all important business 
centres in Finland 


Capital Fmk. - 


Reserve Fund and Profits Fmk. 
Total Assets (31/12'27) Fmk. —- 


- - 200,000,000 
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CAPITAL FORMATION AND THE INVEST~ 
MENT MARKET 


The necessity for expansion is equiva- 


lent to a need for capital. It is a need 
for goods and services available over a 
long period, so that they may be grad- 
ually reproduced. The question whether 
it will be possible to obtain enough of 
these goods and services for a sufh- 
ciently long time without paying more 
for them than they will meanwhile re- 
produce, must determine how soon 
and to what extent the necessity for 
expansion is satisfied. The actual or 
apparent urgency of this demand may 
easily induce uneconomic expansion, 
particularly if it has been long sup- 
pressed. This will always be followed 
by some reaction or other, since what- 
ever is not reproduced must be made 
up by savings in some other quarter. 
The greater the amount that Germany 
borrows from foreign countries, the 
more necessary it is to attain a surplus 
in competition with the world’s mar- 
kets, and the higher may be the cost of 
borrowing and the more difficult the 


process of reproduction. With Ger- 
many’s needs as large as they are, for- 
eign capital may well be indispensable, 
but for the reasons mentioned above, 
its productivity will generally be less 
than that of domestic capital. 

Whether the increase in productive 
surplus over short periods of time is 
based on the efforts of the population 
rather than on vast natural resources, 
as is the case in Germany, progress can 
be only gradual. The dangers of the 
high costs of borrowed capital are too 
great to permit a debtor country to 
remain dependent on the import of 
foreign capital over a long period of 
time. Germany must therefore obtain 
the major portion of her capital from 
domestic sources. 

Domestic formation of capital dur- 
ing the first half of 1928 has appar- 
ently proceeded at about the same aver- 
age rate as in 1927. This is not only 
borne out by the figures on produc- 
tion, consumption, and foreign trade, 
but also by the movement of savings 
bank deposits. 

A decline in the domestic formation 
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The Philippine Islands Trade is Growing Rapidly 


The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 


production of the Islands. 


Che Bank of the Philippine Islands 
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Head Office: MANILA, P. I. 
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Rafael Moreno 

D. Garcia 

S. Freixas 


E. Byron Ford 
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President 
Vice-President & Secretary 


Chief Accountant 
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Correspondents in all parts of the World 
Special attention given Collections 


of capital may be expected if industrial 
production should experience a sharp 
recession. It is probable that the de- 
mand for capital would decline simul- 
taneously, in consequence of the fall- 
ing off of construction and building. 
The increased reparations payments, 
however, will retard this trend. 

As far as can be ascertained to date, 


greater recourse was had to foreign 
capital in 1928 than in the preceding 
year. This may be concluded from the 
tables on foreign loans and their dis 
tribution. 

Additional amounts of capital were 
imported by the sale of German in 
ternal securities, but it is not possible 
to obtain satisfactory statistics on this 


Distribution of German Foreign Loans. 


1,320 | 1.770 
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FOREIGN BANKS ARE 
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The Central Bank of India, Limited 
Bombay (India) 
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Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


R. P. MASANI, Manager 


point. Short term advances by foreign 
countries have presumably increased as 
well. All these imports of capital pro- 
duced a heavy supply of foreign ex- 
change, so that the more important for- 
eign exchange rates have been quoted 
below par for months and in many 
cases have approached the gold import 
point. 


INFLUENCE OF FOREIGN INVESTMENTS 
IN GERMANY 


The willingness of foreign countries 
to make temporary or permanent in- 
vestments of capital in Germany has 
had a two-fold influence on the Ger- 
man investment market. It has first of 
all counteracted the discrepancy be- 
tween capital requirements and actual 
savings, and secondly it has induced 
domestic investors to take a more active 
interest in the purchase of internal se- 
curities. The volume of bond offerings 
as well as the movement of stock ex- 
change prices reflects this tendency. 

The improvement in the relation be- 
tween capital supply and capital re- 
quirements has led to a funding of a 
portion of the debts incurred for the 
purpose of creating fixed assets. The 
volume of short term indebtedness. re- 
mained more or less stationary during 
the first quarter and declined during 
the second. 

An analysis of corporate balance 
sheets indicates that the greater part of 
the extensions and improvements made 
during the fiscal year 1927 were fi 
nanced with long term funds. The 


proportion of short term loans to total 
liabilities has increased slightly, but the 
percentage of liquid assets has not 
grown proportionately. On the debit 
side the ratio of fixed assets to total 
assets was higher than last year, 
whereas inventories, it is interesting to 
note, have shown a relative decline. 


AGRICULTURAL CREDITS 


In agriculture, the proportion of 
short term loans to total indebtedness 
has declined since the end of 1925; 
complete statistics, however, are not 
available. 

Studies of long and short term in- 
debtedness offer additional evidence 
that the growth in extensions and im- 
provements over the last year and a 
half cannot be regarded as speculative 
overexpansion. There is also no sign 
of the usual symptom of overexpansion, 
namely, the formation of numerous 
new enterprises. On the contrary, the 
number of dissolutions exceeded the 
number of new companies formed both 
in 1927 and 1928. 

With all due respect to the progress 
which has been made toward funding 
short term indebtedness, one must not 
overlook the fact that during the first 
half of 1928 the number of bank- 
ruptcies and bills protested has risen. 
In the last two months, however, no 
further increase has taken place. 


THE POSITION OF THE REICHSBANK 


The position of the Reichsbank has 
improved despite the rise in the volume 
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of bills in circulation. Demands on 
the institution increased gradually till 
the turn of the year, but have more 
recently shown a downward tendency. 
At the same time gold reserves have 
risen and the ratio of reserves against 
note circulation has improved accord- 
ingly. The Reichsbank is evidently 
better prepared than it has been for 
some time to meet sudden changes in 
credit demand or agricultural require- 
ments. 

The volume of Germany’s domestic 


capital formation is in itself not suffi- 
cient to finance the necessary economic 
expansion, to pay reparations, and to 
maintain a vast productive system in 
operation. For this reason present de- 
velopments in foreign financial centers 
are of the utmost importance to Ger- 
many. 

The position of the American in- 
vestment market indicates that despite 
great capital resources and large domes 
tic savings, the amount of capital ex- 
ported by the United States will de- 
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Gold and 
eligible 
foreign 

exchange 


Bills 
of 
exchange 


Period Collateral 


(end of the month) 


Dee. 31. 1924.... 

June 30, 1925.... 
» 1925 

, B986...... 

~ 3986... 

» ORF. oc 

a 


2,064.1 
1,691.5 
1,914.8 
1,288.2 
1,828.6 
2,494.6 
3,128.7 


ae 
pM «00% 
oe OBE 60.0% 
a. ee 
>. foe 

2 ae 


1,415.0 
1,643.8 
1,962.7 
2,067.5 
2,421.2 
2,017.4 


y BOOB. 
Saar 
« 8938... 
» 1928.... 

1923..... 
- 1928.... 


2,372.8 
2,336.3 
2,652.0 | 
2,492.9 
2,469.4 
1,860.9 





THE BANKERS MAGAZINE 


pend primarily on the surplus achieved 
through the visible and invisible items 
of America’s foreign trade. Studies 
made by the Department of Commerce 
on the balance of payments and on ex- 
ports of capital clearly show this re- 
lationship. 

For the first time in years the export 
of capital has resulted in a reduction 
in America’s gold supply. Compared 
with the amount of gold still held in 
the United States, this reduction is 
small. Nevertheless, gold exports for 
the year 1927 amounted to about one- 
third of the net surplus in the current 
items of the balance of payments, or to 
about one-ninth of the loans to foreign 
countries. This percentage has in- 
creased appreciably during the first 
half of 1928. In the second quarter of 


1928 the volume of foreign loans floated 
in the United States has undergone a 
decline. 

The tightening of the American in- 
vestment market has been accompanied 
by an easing of the investment markets 


of Great Britain and France. The 
British balance of payments and the 
trend of British long term loans to 
foreign countries indicate that the vol- 
ume of capital which London can ex- 
port is greater than had generally been 
supposed. The share of the British 
market in supplying the needs of the 
various capital importing countries is 
about to be increased. Contrary to 
America, interest rates in Great Britain 
show a declining tendency for the first 
half of the current year. The major 
portion of British foreign loans has 
gone to the colonies of the Empire out- 
side of Europe; thus far Germany’s 
demands for capital have received only 
very slight attention. 

France is the third of the great cap- 
ital exporting countries. She has for 
some time equalized her balance of 
trade (the current year is thus far 
slightly adverse) and this suggests that 
the substantial’ surpluses which she 
achieves through tourist traffic and from 
her foreign investments enable her to 
lend considerable volumes of capital 
abroad. To this must be added the 
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By virtue of its Affiliations and Connections 
in Central Europe, the Bank is in a posi- 
tion to afford special facilities for 


business with that region. 


reparations payments, which exceed 
the annuities payable on the interallied 
debts. France’s ability to export cap- 
ital has been indicated by the develop- 
ment of French short term interest 
rates. The rediscount rate of the 
Bank of France is the lowest to be 
found among the great creditor na- 
tions. Since the uncertainty regarding 
the stability of the French currency 
has now been removed, the volume of 
available capital should also find ex- 
pression in long term interest rates, as 
has already been suggested by the trend 
of the last few months. It may there- 
fore be expected that France will soon 
again become an important lender of 
capital and will therefore perform 
great services in the reconstruction of 
Europe and the rest of the world. 
Summarizing the current position of 
the investment markets of the most im- 
portant creditor nations, it seems proper 
to conclude that an appreciable im- 
provement in the terms on which Ger- 





many can borrow foreign capital may 
not be expected in the immediate fu- 
ture. The volume of capital which 
England and France require for their 
own uses is on the increase for the 
present. This may readily lead to a 
temporary reduction in their supplies 
of exportable capital. 


INTEREST RATES 


The level of interest rates is no less 
important a factor than the capacity 
of various foreign countries to export 
additional capital. Germany’s demand 
for capital brings it about that the en- 
tire level of domestic interest rates is 
above that of the most important 
creditor nations. For this reason every 
investment in plant or machinery, 
whether made out of domestic or for- 
eign capital, must produce a return 
considerably above the interest rates 
prevailing in the competitive countries, 
since these are at the same time the 
lenders of capital. The demand for 
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foreign capital determines the level of 
domestic interest rates. 

The rise which domestic interest rates 
experienced during the last three quar’ 
ters of 1927 did not continue during 
the first half of the current year. Al 
lowing for the seasonal decline in the 
first two months, interest rates re 
mained at the high level attained at 
the end of last year. In the case of 
bonds, they even show a slight in- 
crease, but in the money market, where 
a change in trend generally becomes 
noticeable first, rates have remained 
generally unchanged. 

Despite the large supply of foreign 
capital and the implied confidence in 
Germany, and despite the falling of 
of domestic capital expenditures, inter 
est rates have not declined. Nor have 
the continuously favorable foreign ex’ 
change quotations found expression in 
interest rates. Presumably, this is due 
to developments already discussed, 
namely, the trend in foreign invest 
ment markets. The differential be 
tween German and foreign interest 
tates has narrowed. 
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HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - - New York 











HE new building of the Riverhead Savings Bank, 
Riverhead, N. Y., is entirely detached, permitting 
light on four sides. The building is of modified Italian 
Renaissance design and is faced with Dover white marble. 
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TO WHAT EXTENT CAN NEEDS BE MET? 


The question now arises as to what 
extent the necessity for economic’ 
growth can be met with a supply of 
capital involving such high rates. The 
fact that Germany is currently paying 
higher interest charges than other in- 
dustrial countries must not be inter- 
preted as signifying a corresponding 
differential in profit possibilities. The 
spread in interest rates is merely an in- 
dication of the urgency of the demand 
for capital. When the borrower takes 
up the funds from the lender, he does 
not always have a definite return in 
mind, but is often guided by the actual 
or apparent urgency of his demand 
which makes him willing to pledge in- 
come from other sources for interest 
and sinking fund payments on the cap- 
ital borrowed. The significance of this 
urgent demand is shown in the case 
of housing construction. An_ interest 
rate of 10 per cent. or more, or about 
200 per cent. of pre-war levels, and 
building costs of about 175 per cent., 
will raise the costs of housing con- 
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payable throughout 
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Export and Import Letters of Credit. 


Mail and Cable 


Our service in the Collection Department is 
Our Bank is known for its conservative methods 


in the handling of 


Deposits are carried in Mexican Gold or Silver as well as 


struction to about 350 per cent. of 
those prevailing before the war. Al- 
lowing for depreciation in the value 
of money and a consequent price level 
of 150 per cent., this, therefore, re- 
quires a yearly payment of about two 
and one-third times the corresponding 
annuities before the war. It would be 
ridiculous to assume that the efficiency 
of Germany’s economic system had in- 
creased to such an extent. On the 
contrary, the margin of profit in pro- 
duction is still lower than before the 
war, as the statistics on the domestic 
formation of capital of the last few 
years would indicate. The increase in 
productivity has not been able to 
equalize the reparation payments and 
the loss of Germany's foreign invest- 
ments. The annuities that must be 
paid on the capital borrowed for pur- 
poses of housing construction will 
therefore take up a larger proportion 
of national income. It has been pos- 
sible to carry them only because the 
annual increment in new houses 
amounts to about 134 per cent. of the 
present housing volume and because of 
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the fact that the inhabitants, owners, 
and mortgage creditors of the 16,000- 
000 existing apartments have borne a 
part of the costs of new construction 
through the housing tax. 


INFLUENCE ON BUSINESS 


The question of urgency of demand 
has also guided the capital expenditures 
made for business purposes, whether 
for agriculture or industry. In the case 
of industry, the reason is often to be 
found in the fact that substantial 
amounts of capital already invested in 
a going concern can be made to yield 
a sufficient return only by improvement 
and modernization of a part of the ex- 
isting equipment. In these instances 
the willingness to pay higher rates than 
before the war by no means implies 
that the return from the sum total of 
all the properties is correspondingly 
greater. 

As far as agriculture is concerned— 
and this is particularly true after the 
crop failures of the last two years— 
the urgency of the demand for capital 
has continued despite the burden of 
existing indebtedness. The farmers 
have paid interest rates which, though 
based on the desire to make a living 
and to increase ethciency of the capital 
already invested, had as their object 
the maintenance of a going concern 
rather than profits. The problem of 
increasing the agricultural margin of 
profit still remains to be solved. In 
this connection it may be stated that 
there seem to be many opportunities 
for improving the production and dis- 
tribution of farm products, as, for ex- 
ample, meat and milk. 
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The urgency of Germany's: demand 
for capital is a consequence of the 
war, which still rules the economic life 
of the nation. It is the sign of a 
burden which is scarcely apparent to 
the outside world. An economic sys- 
tem which has devoted itself to recon- 
struction and to peaceful competition 
with such extraordinary energy and 
will power as Germany, has surely been 
able to accumulate some capital. This 
capital is in fixed assets and the forma- 
tion of it was only possible because it 
was immediately tied up in capital ex- 
penditures. 


THE DECLINE IN INDUSTRIAL ACTIVITY 


One must again refer, however, to 
the great discrepancy between capital 
formation and actual requirements, 
which is due to the necessity for eco- 
nomic growth and the suppressed de- 
mand for the last decade. This situa’ 
tion has resulted in a decline in indus’ 
trial activity, although there is still a 
large, unsatisfied demand for German 
industrial products and although addi 
tional foreign capital is available for 
investment in Germany. The costs of 
importing capital are proving too high 
for borrowers to continue to avail 
themselves of foreign funds in the long 
run as extensively as has been done to 
date. An insufficient supply of capital 
is hampering Germany’s creative effort; 
it is the cause of the wide fluctuations 
in industrial activity and the subse 
quent economic unsettlement. 


REPARATIONS 


The wide discrepancy between the 
volume of new capital currently created 
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in Germany and the amount of capital 
actually necessary for mere normal 
growth is of fundamental importance 
in any consideration of the reparations 
burden. In order to enable the reader 
to visualize the magnitude of these pay- 
ments, it may be stated that one Dawes 
annuity of 2,500,000,000 reichsmark 
is larger than the last annual surplus 
in the balance of payments of the 
United States of America, computed 
by the Department of Commerce as 
aggregating 2,100,000,000 reichsmark. 
Or, stated differently, the payments to 
be made by Germany in a “normal” 
year exceed by far the sum total of 
annual interest and amortization charges 
on all the interallied war debts; they 
correspond approximately to Germany’s 
annual capital requirements for new 
housing. 

Even these numerical comparisons do 
not constitute an adequate measure. 
Since Germany’s current capital require- 
ments for purely normal growth are 
so much in excess of current capital 
formation, the periodic reparations pay- 
ments represent a burden which is 
much greater than the benefits derived 
from these funds by the creditors. The 
differential in interest rates shows that 
the reparation annuities are worth just 
twice as much to Germany as they are 
to the principal beneficiaries; or, per- 
haps more accurately, the interest Ger- 
many must pay to borrow the funds 
Necessary to make the annual repara- 


tion payments is just twice as high as 
the rate at which the countries receiv- 
ing the funds can reinvest them. The 
burden imposed on Germany is there- 
fore considerably greater than a casual 
examination of the basic figures would 
indicate. It is for this reason that 
economists in Germany view the fu- 
ture with much more concern than do 
competent experts in other countries. 
The reparations liability has been im- 
posed on a country which is distinctly 
a debtor nation, whereas the principal 
recipients are pronounced creditor na- 
tions. Germany's capital requirements 
arising largely out of a normal growth 
in population and partly out of the 
privations of a decade, will for years 
be far greater than before the war. 
These requirements may be deferred 
but not eliminated by high interest 
rates; they will therefore continue to 
make themselves felt till they are satis- 
fied in accordance with the prevailing 
standard of living. Each time these 
demands are suppressed they will tend 
to reassert themselves with correspond- 
ingly greater vigor as soon as interest 
rates in Germany tend to approach 
the margin of profit obtainable in other 
industrial countries. This incidentally 
also explains why the warning to adapt 
capital expenditures to capital supply 
is so easily disregarded. Yet caution 
in this respect is doubly essential in a 
country which has been deprived of 
foreign investments and whose capital 
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supply must therefore depend largely 
on the course of domestic business. 
Germany's loss of foreign investments 
is thus not merely a corresponding re- 
duction in national wealth. Germany 
must seek to replace this loss; an in- 
dustrial nation such as she is cannot 
escape this necessity indefinitely. 

The release of the funds held by the 
United States Alien Property Cus- 
todian is therefore of great importance, 
the amount involved being equivalent 
to one-third of a full Dawes annuity. 
In addition it will serve to prove that 
co-operation in international commerce 
and trade is certainly more beneficial 
to all concerned than capital sequestra- 
tion. To propagate the realization of 
this truth remains as a task for the 
future. 


CONCLUSIONS AND PROSPECTS 


Germany has in the course of the 
last few years made strenuous efforts 
to satisfy the requirements of her eco- 
nomic growth and at the same time pay 
reparations. The number of wage 
earners has risen more rapidly than the 
population. Labor conflicts have largely 
been avoided by arbitration. In many 
industries labor efficiency has visibly 
increased. These endeavors could not 
all have been undertaken nor could 
they have been as successful had it not 
been for the capital which foreign 
countries advanced to Germany. Never- 
theless, Germany's economic develop- 
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ment is in danger of slackening—this 
despite the fact that heavy demands re- 
main to be satisfied and that there 
have been no appreciable declines in 
the volume of available foreign capital. 
The cost of supplying the necessary 
funds is proving too heavy a charge 
for business to carry. This situation, 
disregarded temporarily by the urgency 
of the demand, cannot be ignored in- 
definitely. The prospects for an early 
reduction in interest rates are small. 
The United States, Germany's most 
prolific lender, are presumably not dis 
posed to reduce their interest require- 
ments, as long as other countries bor’ 
row as extensively in the American in- 
vestment market as they have in the 
last year and a half. The capacity of 
England and France to export capital 
has undoubtedly increased it; it. is, 
however, practically impossible to esti- 
mate to what extent and under what 
conditions these two countries will ab- 
sorb German security offerings. The 
increase in the reparations annuities by 
three-quarters of a billion reichsmark— 
an amount equivalent to about half of 
what Germany has been borrowing in 
the United States each year—presents 
a serious problem. The formation of 
new capital in Germany has been 
shown to have been inadequate in the 
preparatory years; now that the first 
“normal” year is reached, the degree 
of inadequacy has become even more 
pronounced. 
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MUST SELL MORE GOODS ABROAD 


There is therefore the distinct danger 
that despite a large unsatisfied desire 
for goods, the country’s productive ca- 
pacity may not be fully utilized and 
that as a result the formation of new 
capital will decline. This danger can 
be offset only if Germany sells goods 
abroad on a much larger scale than she 
is now doing, in order to earn on ex- 
ports what she must pay on repara- 
tions account. This means that more 
goods must be produced with the same 
capital investment—more goods, more 
quickly, and more economically! The 
technical progress made in the last few 
years has been nothing short of re- 
markable, yet this progress has been 
hopelessly inadequate in the face of 
the pent up demand of years for build- 
ing construction and machinery—not 
to speak of paying reparations repre- 
senting the capital equivalent of the 
nation’s new housing requirements for 
a whole year. Germany cannot draw 
on her foreign investments, as these 
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have already been applied to repara- 
tions. 


IMPROVEMENT IN TECHNICAL METHODS 


Improvement in technical methods 
has been and undoubtedly will continue 
to be one of the most important fac- 
tors in Germany’s reconstruction. Yet 
such progress is inconceivable without 
a corresponding betterment of social 
conditions; productivity cannot be 
raised indefinitely without an improve- 
ment in the standard of living of the 
masses. In considering the question 
therefore as to what amounts a nation 
can pay annually on reparation ac- 
count, it is not only important that 
there be a sufficiently large growth in 
new capital: the ratio which it bears 
to the requirements for normal growth 
and social progress is equally significant. 

If these conditions are given due 
consideration, a great step will have 
been taken toward insuring interna: 
tional economic and social peace and 
fostering co-operation among the na- 
tions of the world. 
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PORTO RICO’S RECOVERY 


By Harwoop HuLL 
Editor Porto Rico Progress 


UESTIONS) most frequently 

asked since the San Felipe hurri- 

cane are: “Will Porto Rico come 
back?” and “How long will it take to 
get back to normal?” 

The answer to the first question is an 
emphatic “Yes.” The second answer is 
more complicated, but it may as well be 
stated quickly and frankly that the word 
“normal” must be qualified. The nor- 
mal of before the storm will be rela- 
tively quickly reached and passed. The 
encouraging thing is that, with the ef- 
fects of the storm daily better compre- 
hended, so many people, many of them 
struggling under heavy losses, hope to 
reach a much more advanced goal. To 
reconstruct Porto Rico as it was at the 
time of the storm is not their aim. Their 
determination is for a far better island. 


* * * 


Estimates of money loss may vary, 
may increase or decrease as to specific 
items, but an estimate of $100,000,000 
loss is still considered conservative by 
those who have obtained most facts as 
to the hurricane damage. 

That hundred million dollars is lost. 
Some of it may come back in insurance, 
in many instances new investments will 
replace old, frequently on a larger scale. 
To reconstruct or replace what was, re- 
quires months of labor of more people 
840 


than normally are employed from Aw 
gust to January. In the towns, at least, 
more money will be in circulation with 
in two weeks—if not already—than 
immediately before the storm. Red Cross 
purchases of food and supplies locally 
besides calling for considerable labor is 
an important source of outside money 
being spent here to go into quick cir 
culation. 

General reconstruction will keep 
thousands busy until the next sugar har- 
vest, a period that is normally looked 
upon as a dead season. 


* * * 


At the time of the storm Porto Rico 
had an indebtedness of $100,000,000— 
a sum equal to the storm loss. This in- 
dehtedness was made up chiefly of the 
foliowing items: 


Insular Government $26,000,000 
ee 20,000,000 
ee ere 42,000,000 
Federal Land Bank 12,000,000 


Yet before the storm Porto Rico was 
good pay. The Insular Government has 
never defaulted payment of either in 
terest or principal on its bonded in 
debtedness. The Insular Government 1s 
responsible for the payment of munic’ 
ipal indebtedness. The governments 
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reputation for meeting its obligations 
was excellent. 

Banks here suffer few losses from 
loans. Generally speaking the banks are 
all profitable. They have normally paid 
good dividends and increased capital 
and surplus out of earnings. The very 
fact that they have continued to oper- 
ate on an increasing scale is the best 
index not only of the island’s need for 
banking facilities but that the facilities 
are used and not abused. 

The Federal Land Bank, in about six 
years of operation, has loaned approxi- 
mately $12,000,000 to farmers on long 
time mortgages. Payments of interest 
and principal have been such as to war- 
rant the bank to recommend the in- 
crease of the loan limit and to continue 
making new loans. 

If the island was using all available 
credit before the hurricane it is none 
the less a fact that it was putting this 
credit to profitable use. 


* * 


What was the basis of the island’s 
credit? A quickly and richly produc- 
tive soil. 

Whatever else was damaged by the 
hurricane the soil remains intact. It is 
the basis on which a new structure will 
be raised, a better structure. Crops have 
been damaged or destroyed. But the 
soil is still here. It is the same soil 
that has been productive—some of it— 
for four centuries. It is the island’s 
greatest asset. It is the one foundation 
on which the island has built in the 
past, always with a hopeful future. 


* * * 


However dark the immediate past is, 
the future is none the less bright. 

Aside from the basic asset of the 
soil, which we still have, two factors 
have been conspicuous since the storm: 
A determination to dig in energetically 
—to start all over, if need be, with in- 
creased confidence for the future; and 
the evidences from all sides to provide 
Outside assistance to make lighter, if 
possible, the island's unprecedented task. 
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Added to cheerful determination here 
these evidences of helpfulness and good 
will from outside have been stimulating. 


* * * 


How many storms Porto Rico has sur- 
vived possibly history may relate, but 
the San Ciriaco hurricane of 1899 is of 
recent enough date either to be remem- 
bered or recalled. None of the hard- 
ships which it brought have been dis- 
counted by the passage of time but out 
of that very experience Porto Rico finds 
grounds for greater confidence in her- 
self in her present crisis. 

If the island recovered from the San 
Ciriaco, became more prosperous, built 
up more industries on a more varied 
scale, extended her roads, added to her 
schools, adjusted herself to an entirely 
new scheme of government under a new 
flag, added to a degree to her con- 
veniences of living, and to conveniences 
was adding comforts and in some cases 
luxuries, what will be the reasonable 
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outcome following the San Felipe hur- 
ricane? 

There can be but one answer, and 
that is a better Porto Rico. 


* * * 


Porto Rico was by no means a finished 
product before the recent storm. The 
storm may have performed a lasting 
service by revealing some of our defi- 
ciencies. Never was there enough work 
to go ‘round, living descriptions for a 
great part of the people were deplor- 
able beyond description. Health condi- 
tions in a climate little short of perfec- 
tion were, for the masses, far below an 
average civilized standard. There were 
not schools enough for basic elementary 
education for all. Opportunities were 
far from equal for those in the country 
and those in the towns. A whole string 
of complaints and deficiencies might be 
listed, but despite them the island cer- 
tainly was forging ahead. 


* * * 


On Miramar Hill there is a giant In- 
dian laurel tree that was blown over by 
the storm. From one-third to one-half 
of its roots were broken or exposed. The 
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ET profit of the National Bank of 
Australasia, Limited, Melbourne, 
for the year ended March 31, 1928, 
amounted to £640,401, after deduc- 
tion of all expenses and including £104,331 
for income, land and note taxes. To this 
has been added £144,602 brought forward 
from the previous year, making available 
£785,003 for distribution as follows: 


To interim dividend of 10 per cent. 
per annum, paid November last. £248,085 
To transfer to reserve fund account 88,423 
To reduction of bank premises.... 50,000 

To final dividend at the rate of 10 

per cent. per annum on the 
£10 and £8 shares 250,000 

To carry forward to the next ac- 
148,494 
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tree, unquestionably, suffered a great 
shock. 

Yet that tree has been trimmed back, 
its roots re-covered with soil, and it is 
being held in place with a strong steel 
cable. Tree experts say that in a few 
years that tree will recover from its 
shock—suffered at the age of 125 years 
—and grow again into a stronger, more 
vigorous tree than ever before. 

Porto Rico may find in that tree a 
symbol. 

The shock the island has suffered has 
called forth new courage, new determi- 
nation, unexpected resources of char- 
acter and quite likely new sources of 
leadership that nothing short of a dis 
aster would have revealed. With. these 
Porto Rico will go a long way in help- 
ing herself. Offers of outside assistance 
will tend both to encourage and stab- 
ilize new effort. New credit, deserved 
on the basis of past records, will be but 
the cable to hold the island steady and 
in place until the soil with human effort 
becomes more abundantly productive 
than ever before. 


* * * 
Will Porto Rico come back? 


tainly! 
How soon? Quickly! 


Cer: 


BANKING NOTES 


Capital of the bank is £5,000,000, re’ 
serve £3,000,000, deposits £35,520,079 and 
total resources £45,622,056. 


Report of the board of directors of the 
Central Bank of India, Limited, Bombay, 
for the half-year ended June 30, 1928, 
shows net profit for the period of Rs. 
12,08,339, including the sum of Rs. 3,36,’ 
863 brought forward from the previous ac’ 
count. This sum has been distributed as 
follows: 


To interim dividend of 8 per 
cent. per annum, free of income 
tax Rs. 6,72,528 


To carry forward to next account 5,35,811 
Paid up capital of the bank is Rs. 


1,68,13,200, reserve fund Rs. 1,00,00,000, 
and total resources Rs. 23,49,71,868. 
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THE PAST MONTH IN CANADA 


N upward trend in business has 
Ave been noticeable during the 
last month, according to the 
September Monthly Commercial Letter 
of the Canadian Bank of Commerce, 
Toronto. This is, the Letter says, 
“mainly because the agricultural situa- 
tion is favorable from the standpoint 
of production, but partly on account 
of preparations for the fall trade, 
which promises to equal that of any 
previous similar period and may be of 
record proportions. The latter develop- 
ment has resulted in great activity in 
all branches of industry except those 
affected by seasonal dulness or by 
world-wide over-expansion and the con- 
sequent intense struggle for markets.” 


WHEAT HARVEST 


The wheat harvest, abundant beyond 
any previous one, has helped materially 
toward the prospect of excellent autumn 
trade, says the Business Summary of 
the Bank of Montreal for September 
22. “The yield of this cereal will ex- 
ceed that of last year, according to of- 
ficial estimate, by the large quantity of 
110,000,000 bushels, and should the es- 
timate prove excessive, it is now cer- 
tain that the previously largest harvest, 
that of 1923, of 474,200,000 bushels, 
will be substantially surpassed. The 
crop has been safely gathered and 
threshing is well advanced. The price 
of wheat has, indeed, dropped, the de- 
cline being as much as 20 to 25 per 
cent., but against this recession is to be 


set an increase of 25 per cent. in yield 
as well as generally higher grades, so 
that the monetary value of the crop 
should not vary widely from that of 
last season.” 

The October Monthly Letter of the 
Royal Bank of Canada contains an 
analysis of the world wheat situation, 
giving the following important changes 
that have taken place in average an- 
nual wheat production between 1909- 
1913 and 1922-1926: Increases—Can- 
ada, 190,000,000 bushels or 100 
per cent.; United States, 100,000,000 
bushels; Australia, 44,000,000; Argen- 
tina, 62,000,000; Italy, 19,000,000; and 
Spain, 10,000,000. Decreases—Ru- 
mania, 62,000,000; France, 53,000,000; 
Germany, 35,000,000; Poland, 18,000,- 
000; and Algeria, 10,000,000. “There 
is little to indicate,” says the analysis, 
“how many of these increases or de- 
creases represent permanent trends and 
how many are due to temporary post- 
war readjustments. No such single re- 
capitulation gives the picture of the 
general trend and even the fact that 
total world production, exclusive of 
Russia, increased from 2,999,000,000 
bushels to 3,286,000,000 bushels during 
the same period does not indicate the 
maximum or minimum of potential pro- 
duction or consumption in the immedi- 
ate future.” 


FOREIGN TRADE INCREASES 


“The upward trend of foreign trade 
continues,” says the Bank of Montreal's 
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YOUR SOUTH AMERICAN 
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With special foreign trade 
facilities, we are ready to solve 
your banking problems in Ecuador. 
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Business Summary, “imports in August 
having risen $13,409,000 and exports 
$18,277,000 compared with the corre- 
sponding month a year ago. In the 
first five months’ period of the fiscal 
year continuous expansion of foreign 
commerce of Canada has occurred since 
1921 until now the high-water mark 
of 1920 has practically been reached, 
the aggregate of that year having been 
$1,052,281,000 and this year $1,041,- 
078,000. The fall in commodity prices 
must, moreover, be taken into account 
to appreciate the significance of the 
trade recovery, this item reaching little 
less than 40 per cent., so that in volume 
current movement of imports and ex- 
ports greatly exceeds that of any pre- 
vious period in the history of the 
Dominion. Satisfactory, too, is the 
maintenance of a favorable balance of 
trade. 

“Whatever index may be taken, with 
a few exceptions, business is found to 
be still on the upgrade. In the case 


of carloadings, for instance, there was 
an increase of 37,523 cars in the four 
weeks to September 8 over the like 
period a year ago, and while much of 
this gain arose from large wheat ship- 
ments, the movement of general mer- 
chandise was greater by 2435 cars. So 
with bank clearings, which in August 
were larger in every one of the twenty- 
nine reporting centers save only two, 
and in these latter the recession was so 
trivial as to be negligible. The latest 
returns of the chartered banks of Can- 
ada are of July 31, and here again is 
shown enlarged activity, mercantile 
loans having expanded $151,550,000 
within twelve months and time de- 
posits risen $110,000,000. Gross earn 
ings of the Canadian Pacific and Ca 
nadian National railways from August 
21 to September 14 increased $4,374, 
000 over last year. Building operations 
have not ceased their activity, contracts 
awarded in August amounting to $39, 
448,500, being ten millions in excess of 
last year, while in the elapsed eight 
months contracts given are 22.8 per 
cent. in advance of the like period in 
1927. The fabrication of steel, con 
sumption of builders’ hardware, of 
lumber, cement, paint and heating ap- 
paratus go on apace.” 
SALMON PACK DOUBLED 

The Canadian Bank of Commerce 
reports the salmon pack on the Pacific 
Coast as “about 1,000,000 cases, more 
than double that at this time last year, 
though the increase is almost entirely 
in pinks. Sockeye fishing has ended 
with less than a normal pack. 
The opening prices recently announced 
were slightly higher than those of a 
year ago, and if these can be maintained 
the operations of the Canadian canners, 
whose position was strengthened a few 
months ago by consolidation of some 
companies and a reduction in geaf, 
should be fairly profitable. The re 
sults of summer fishing on the Atlantic 
Coast will not be known for some time, 
early reports are favorable and the mar’ 
kets are still strong.” 
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Bankers’ 
Exposition x 


11 W. 42nd Street 
New York, N. Y. 


Now Open to the Public 


VERYTHING that science, 

skill or experience can con- 

tribute is being gathered here 
under one roof. 


The leading Architects, Arti- 
sans, Builders and Manufac- 
turers and all those instrumental 
in designing, constructing, equip- 
ping or operating Financial In- 
stitutions, are cooperating to 
make this the most interesting 
and valuable Exposition of its 
kind. 

Out-oftown Bankers are 
urged to make the Bankers’ Ex- 


position their headquarters while 
in New York. 


a. rs 


Admission 


By Pass Only 


If you haven't received 
yours, write today — They 
are FREE. 


————___— 


Daily—9 A. M. to 8 P. M. 
Saturdays—9 A. M. to 5 P. M. 


A Few of Those Whose Exhibits You 
Will See! 


Space is rapidly being taken in the Exposition. We can list here only a few 
of those who will exhibit. Every day new products are being added. Each 
visit will prove of fresh interest to you. 


Bonded Floors Company, Inc. Automatic Col ing Machine Corp. 
Floonng Com Wrapping and Counting Machines 
Cobb-Macey-Dohme, Inc. Abbott Coin Counter Company 
Bank Furniture ake wp tage dl 
rm rene pany 
W. A. Sheaffer Pen Company Banking-by-Mail Forms 
Fountain Pens and Desk Sets A fean Art Foundry 
ee Corp. . Art and Ornamental Bronze 
undstrani ung Machines enport-' \ 
Elliott-Fisher Bookkeeping Machines es pag Mts. Co. 
Zenitherm Company, Inc. John Poole 
Building Material Cageless Counters 
The Marblelold Company ©. B. McClintock Company 
Marbleloid Floormg Products Vault anes and egal Alarms 
. Handford Brown Company 
The a Christmas Money Containers 
The Recordak Corporation 
Add-Index Corporation 
Adding Machines (Subsidiary of oo Company) 
Victor Adding Machine Co. Orattex Company 
* Pics. ~ veel Wall Decoration 
phone Corporation 
Dictating Machines ‘The ee ey Company 
Christmas Club Corp. 
Chnstmas Club Supplies a ak Ricco Ine, 
Ferro Studio, Inc. 
Wrought-lron The aan ag Company 
Johns-Manville Corporation rown 
Acoustical Ceilings c Curtain Co. 


Draperies and Curtains 
Standard-Johnson Company, Inc, Standard Statistics Co., Inc. 
Com Counters Statistical Service 
Trust Companies Tiffany Studios 
lagazine Art and Decorations 


Manufacturers! What would it mean to you to have your product seen 
every day by hundreds of interested prospects? If you make or deal in any- 
thing ‘having to do with the building, furnishing or servicing of Banks, the 
Bankers’ Exposition offers you an exceptional opportunity to make thousands 
of contacts every week! 


BANKEXPOSITION, Ltd. 


(A New York Corporation) 
J. MAXWELL GORDON, Managing Director 


Salrnon Tower—11 West 42nd Street, New York, MN: Y. ; 














A Banker 


Turns Philosopher — 


— 30— 
Delightful Essays 


on 


Banking and 
Kindred Subjects 
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The First Thousand Dollars 
The Banker in Literature 
On Becoming a Surety 
Saving and Keeping 
“Value Received” 
Debt—and its Punishment 
Borrowing 

The Banker—and Romance 
Money—and Wasted Lives 
The Banker and Morals 
Business and Friendship 
The Battle of Business 
“Bubbles”—Past and Pres- 


ent 
The Power of Small Things 
Playing the Game 
Bread and Butter 
Knowledge and Banking 
Wealth or Income? 
The Evils of Prosperity 
Swimming with the Tide 
Standing the Test 
Where Charity Begins 
To Dare or not to Dare 


The Point of Least Resist- 
ance 


Overdoing it 

Doubting Thomas 

Paying the Piper 

Bringing Things to an Issue 

The Elimination of Non-Es- 
sentials 


The Value of a Promise 


Bankers are not, according to popular 
conception, philosophers. Yet even bank- 
ers, rigidly to the rule as they may cling 
in regard to payments of notes or over- 
drafts, may sometimes break away from 
the popular conception to indulge in a 
little philosophizing. 


For the last six years Richard W. Saun- 
ders has been stepping out of his role as 
a banker to write short philosophic essays 
on financial subjects for THE BANKERS 
MAGAZINE. The popularity of these 
essays has been the inspiration for their 
publication in book form. 


The 
First Thousand 
Dollars 


And Other Essays 
By 
RICHARD W. SAUNDERS 


Comptroller Paramount Famous Lasky Corpo- 
ration; Formerly Cashier National Bank 
of Commerce of New York 


A dollar bill attached to the coupon be- 
low brings this book to your desk and 
assures you and your banker friends a 
delightful evening’s entertainment. 


USE COUPON BELOW 


BANKERS PUBLISHING COMPANY, 
71 Murray Street, New York, N. Y. 


Enclosed is $1 for which please send me a 
copy of THE FIRST THOUSAND DOLLARS 
by Richard W. Saunders. 


Address 














How Banks are Advertising 


Special Section of The Bankers Magazine 


HE United Security 
ic and Trust Com- 

pany, San Francisco, 
is distributing an unusual 
piece of advertising—a foot- 
ball schedule for 1928. The 
schedule is in the form of 
a double circle, the one re- 
volving on the other. By 
turning the lower wheel, it 
is possible to see the games 
to be played by twelve im- 
portant western teams on 
any given date. 

On the back of the wheel 
is a table showing how reg- 
ular deposits of various 
amounts will grow in vari- 
ous lengths of time. The 
table is captioned, “Play 
this Game of Savings and 
Win.” Below are given 
the names of the cities in 
which branches of the bank 
are operated. 


IN announcing the opening 
of its new building, the First 
National Bank of Phila- 
delphia got out an attrac- 
tive four-page black and 
white folder. Its size, 8!% 
by 11 inches, allowed plenty 
of space on the first page 
for a large reproduction of 
the Franklin House in 1842, 
the original home of the 
First National. On page 
two of the folder was the 
formal announcement of 
the bank’s ‘opening, writ- 
ten in longhand and re- 
produced. Below it at one 


NOVEMBER 1928 


side were a cut and brief 
sketch of Jay  .Cooke, 
founder of the bank, and a 
small etching of a portion 
of the new building. Page 
three contained only a 
modernistic drawing of the 
new building with its ad- 
dress, 1500 Walnut street, 
and tthe last page was left 
blank. 

The 
folder, 


simplicity of the 
its art work and 


unusual layout 
outstanding. 


made it 


“WHAT a Trust Can Do 
For You” is the title of a 
booklet published by Cali- 
fornia Trust Company, Los 
Angeles. Dividing trusts into 
two classes, those created 
by wills, and living trusts, 
the copy considers both 
kinds and explains the vari- 
ous phases of trust work in 


THE 
CHOICEST LUXURY 


A suggestion to Eastman 
Kodak Employees 


Ox MONDAY Rochester's largest 


industry will distribute $3,233,388.61 as a wage dividend to its employees. 

What are you going to do with your share? 

We recommend a luxury; and we remind you that any ‘luxury 
should be appraised in terms of the mental satisfaction it gives. 

The choicest luxury of all—the greatest satisfaction of the wealthy, 
the happiness that lines the goad to wealth—is Money in the Bank. 


Money in the Bank is double money. It af- 
fords two kinds of satisfaction at once, when any 
other luxury will give only one. First, it offers 
self-confidence, self-respect, and self-sufficiency 
for crises or opportunities to come; secondly, 
it offers the pleasure of watching your money 
grow. It gives present and tuture satisfaction. 


Money in the Bank is the or.iy luxury which 
instead of using up your wage dividend check 
will add to it. Deposit your check. and soon you 
will find the money it earns for you buying other 
luxyries while you still retain the possession 
which gives the largest amount of satisfaction— 
Money in the Bank. 


Kodak Employees Have Upwards of $10,000,000 in Rochester 
Banks—Your Share of that Capital is the Best “Buy” 
You Can Make With Your Check 


‘ASE YOUR BANKERS ADVICE TOMORROW 


NATIONAL BANK OF ROCHESTER 
ROCHESTER 


SAVINGS -BANK 


ROCHESTER TRUST AND SAFE DEPOSIT COMPANY 
"ANY 


DEPOSITS MADE ON OR BEFORE JULY STH WILL DRAW INTEREST FROM JULY (ST 


A unique advertisement, published full page by the banks 

of one city, and addressed to the employes of a: single 

industry. The advertisement, and a similar one published 

last year, were occasioned by the distribution of a wage 
dividend to the employes addressed. 
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a thorough fashion. Un- 
usually good-looking type 
and an attractive layout, 
wide margins and two 
color printing make the 
booklet pleasing to the eye. 


THE Bank of Montreal, 
Canada, in a booklet, “Can- 
ada Today,” gives valuable 
statistics and data about 
Canada and each of its 
provinces, including such 
information as figures on 
the balance of trade be- 
tween Canada, the United 
States, Great Britain, etc.; 
and the value of ex- 
ports and imports for each 


year, beginning in 1917. 
The booklet is illustrated 
with a number of varied 
scenes from throughout the 
country and the copy con- 
cerning each province is 
accompanied by _ illustra- 
tions of points of interest 
in the same district. 


New checking account cus- 
tomers of the First Wiscon- 
sin National Bank, Mil- 
waukee, Wis., receive a 
good-looking folder sent out 
by the bank to advertise its 
other services. “The First 
Wisconsin Group Offers 
Every Financial Service” 


CANADIAN BUSINESS 


S 


Each month the Bank. of Montreal publishes reports 
concerning business conditions throughout Canada. 
They ate compiled from information received from 
Superintendents and Managers. 


If you are interested we will gladly place 
on our mailing list. + iia atta a 


BANK OF MONTREAL 


Established 1817 
Total Assets in excess of $830,000,000 
OVER 600 BRANCHES THROUGHOUT CANADA 


Head Office: Montreal 
NEW YORK AGENCY: 64 Wall Street 


The Bank of Montreal offers one of its services to 
the readers of this advertisement which is note-worthy 
by reason of its layout, illustration and brief copy. 


says a headline, while be 
low are listed the bank's 
various services, with a 
brief description of each. 
This folder was also sent 
out by the bank as an en 
closure with a letter to cus 
tomers acquired by the bank 
in a recent consolidation. 


THE Old National Bank @ 
Union Trust Co., of Spo 
kane, Wash., answers a 
much-asked query in a 
folder which explains the 
cost of the bank's services 
as executor and trustee ol 
living trusts, testamentary 
trusts and life insurance 
trusts. An additional para 
graph deals with the econ 
omies which may be ef- 
fected by a bank but which 
cannot be by an individual. 
The folder is captioned, 
“How Much Will It Cost?” 
and is printed in green and 
black on cream paper. 


A sERIES of sketches por 
traying everyday life in 
Plymouth, Mass., from 
1803 up to the present 
time has been published in 
book form by the Plymouth 
National Bank. Each 
sketch is written in the 
form of a biography of a 
citizen of that time and, 
although the names used 
are fictitious, the incidents 
are based on historical data. 

The book commemorates 
the 125th anniversary of 
the founding of the bank 
and the first sketch is writ 
ten of the year—1803—in 
which the bank was opened. 

The cover is a reproduc’ 





tion of the first record book 
of the bank and the many 
illustrations are interesting 
historically. The last few 
pages give a brief resume of 
the “Inception and Progress 
of the Bank,” comparative 
statements, and a list of 
oficers and directors. 


In connection with the 
publication of its statements 
in folder form, the De- 
positors State Bank of Chi- 
cago has reintroduced an 
idea which it had previ- 
ously inaugurated of using 
brief sketches and photo- 
graphs of the heads of the 
bank’s various departments. 
The plan was begun with 
the June 30 statement, 
which included a ‘photo- 
graph and sketch of Conrad 
von Staudacher, manager 
of the foreign. department. 

The statement covered 
most of the two inside 
pages of the folder, but 
left room at the bottom 
for the photograph and 
sketch. On the front page 
of the folder was a repro- 
duction of a drawing of the 
interior of the bank and 
on the last page a list of 
the institution’s officers and 
directors. 


THE familiar dial device is 
used in advertising its life 


insurance trust by the 
American National Bank 
and American Trust Com- 
pany, of Richmond, Va. 
A small card, postcard 
size, hears the headline 
“Assuring Monthly Income 
for Your Dependents” and 


COM 


MONTHLY-REVIEW-OF- 


THE BANKERS MAGAZINE 


MERGE 


CONDITIONS-‘AND-TRENDS 





Peblished by he NATIONAL BANK or COMMERCE & New Yoa 


THE | PROCASIS OF RAYON? 
Its impottant place among the textile fibers now assured 
eater pamremaiete 


a 
‘The soworan my be sah of the pa fo 
ca ee rem ado hee ene 











moaes Rediscount Power 








A large New York bank vellidiens its monthly review 
of business conditions in the form of a full page 
advertisement run every month in local newspapers, 
giving it_the advantage of carrying out a definite style 
of advertising and, at the same time, of holding the 
interest by a change of copy each month. 


below lists on one side 
various amounts of insur- 
ance that may be taken 
out, and on the other the 
monthly income provided 
for heirs by this amount. 
By turning the dial, figures 
appear in the center show- 
ing the cost per month of 
each amount of insurance, 
for ages from 20 to 40. On 
the back of the card is 
given a brief description of 
the bank’s life insurance 
trust agreement. 


WHEN the delegates to the 
American Bankers Asso- 
ciation convention, held in 


Philadelphia last month, re- 
ceived their tickets, etc., to 
the meetings and festivities, 
they also were presented 
with a map of Philadelphia, 
gotten out by the Fidelity- 
Philadelphia Trust Com- 
pany. 

It was folded into a 54 
by 9 inch sheet, the words 
“A Mappe of the Town of 
Philadelphia which is Lo- 
cated in ye Province of 
Pennsylvania. Ye same 
Laid Out and Done for 
Fidelity-Philadelphia Trust 
Company” appearing in a 
black frame. 

When partially unfolded 
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Financial Service 


CTE Directors of the Republic Banks of 


Dallas announce the merger of the af- 


filiated institutions—The Republic National 
Bank and the Republic Trust @ Savings 
Bank — under the name of The Republic 


National Bank @ Trust Company. 


Also— the organization of the Republic 
—whose activities will embrace the special- 


National Company— an affiliated 
ized fields of finance, including — 


Bonds 
Investments 
Underwriting 
Mortgage Loans 


The merger gives to Dallas, and Texas, an 
institution with facilities and resources ad- 





The use of a ben day background for the cuts brings 

into prominence the comparatively small rectangle of 

copy in this advertisement which announces the merger 
of two scuthwestern banks. 


there appeared two pages 
listing sights of interest and 
their locations, together 
with a brief welcome to the 
visiting bankers, all written, 


RICHMOND, VIRGINIA 4 
Coroancen Daxninc = Tests = Swincs - bvtseore MEH 


of course, in the 

quaint language. 
The map itself was about 

16 by 20 inches and done 


in colors—blue, green, 


Same 


The First Public 
Revolutionary Assemblage 


RICHMOND, VIRGINIA 
Commarncuu Raxtunc 


SHTEPANTERS BANE TRIST 


= Twsts ~ Swmcs = 


orange and black on the 
white paper. It reproduced 
the old-time maps in style, 
but proved exceedingly 
practical to the visitors by 
means of its location of the 
convention headquarters and 
all the points of interest 
throughout the city, to 
gether with names of the 
streets, etc. 


PRINTED in black on jade 
green paper is an atten 
tion-getting folder of the 
Westminster Bank Limited, 
London, dealing with for 
eign exchange. On the first 
paper is reproduced an 
etching showing early trade 
—the bartering of a for 
eigner with the savages. 
The copy begins: “Our 
forefathers bartered broad- 
cloth for coco-nuts, and 
goldsmiths’ work for amber. 
They enjoyed the adventure 
and obtained what they de 
sired. Bargains were simple, 
and satisfied all concerned. 
But it could not remain s0, 
and the complexities of a 
highly developed commer 


STATE PLANTERS BANK-TRIST € 


RICHMOND. VIRGINIA 


COMER Baxnine - THUSTS - Sevmwos - leven 


Three of a series of historical advertisements published by a Richmond bank, in which the bank 


is mentioned only in the signature. 


The unusual border and the make-up, which are used 


throughout the series, serve to tie the advertisements together. 





cla 
us 
de 
ole 
wi 


cial age have introduced 
ys to currencies. We are 
denied the romance of the 
older manner, and are faced 
witha rate of exchange.” 
The folder is simply 
written and laid out, de- 
pending on its color for its 
effectiveness. It is an inter- 
esting example of the ad- 
vertising of a large English 
bank. 


“You Can Drive to This 
Safe Deposit Vault,” says 
the First National Bank in 
Detroit, in a booklet ad- 
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vertising both its garage 
facilities for customers and 
its safe deposit department. 

The above words and 
the name of the bank ap- 
pear in black on a white 
rectangle, pasted on a plain, 
dull blue, stiff cover. 

The copy begins: “With 
parking space for your car 
almost non-existent in the 
downtown area, you had, 
in the past, good reason, 
perhaps, for not making use 
of a Safe-Deposit Box. But 
that obstacle no longer ex- 
ists, for if you have a Safe- 


ENTRANCES 
—in Different 


Sections of Newark 


Last July six of the more important banks 
of Newark—with seven offices—were consoli- 
dated as the Fidelity Union Trust Company. 


Seven entrances to the largest bank in New 
Jersey were thus opened in the seven most 
thickly peopled sections of Newark. 

An institution with deposits of more than 
$130,000,000 was formed—exceeded by only 
one bank in the Second Federal Reserve Dis- 
trict, outside New York City. 


FIDELITY UNION standards of sound, 
conservative banking, of courtesy, of personal 
contact, of dependability—more especially ot 
trained, experienced banking officials—have 
long been bywords. The largest bank in the 
State has also been known as the soundest, 
mast human business institution in the State. 


These policies exist in each of the institu- 
tions that have been merged. Together with 
increased capital and surplus they are available 
in every part of Newark. Whatever your 
financial problem it can be met at a convenient 
office. 


Fidelity Union Trust 
Company 


Member Federal Reserve System 


Newark +~ N. 
American Branch 
ee hae ee Corey ewes 


Coy Trot Branch Aronbownd Trust Branch North bad Branch 
Ln hae er ” 


Effective illustration and headline feature this advertise- 
ment of a bank which is the result of recent consolidations. 


READY MONEY SAVINGS PROGRAM NUMBER FOUR 


Gs this free booklet at any of our 
branches. Learn how easy it is to 
tune in on ready money. Simply turn the 
dial on the cover to the amount you 
waht. Then turn tothe page indicated, 
Full instructions are given for saving 
any amount from °100.00 to '5000.00. 


Tune In This Savings Program 
And Have'250.00 


be One Tear In Fowr Toor 


a ee pe are AR week, ne RL A” bn fe pe se 6D 5 hme BS 
Oe Sk eet he eee epee Oy we ES Ol be Ge eee doped 
te a me Be pt BL Oe ee eed 


Je ae eS ee 
0 pt BD he ete od 


NEIGHBORS WHO CAN HELP YOU 


NATIONAL BANK 


IN DETROI 
SAvINcs. COMMERCIAL AND INVESTMENT BANKING 


Yew amore: Adverts No Bb) 


SR. 


The radio idea is transferred 

to savings banking in this 

advertisement which suggests 

sending for a booklet for 

fuller information. The il- 

lustration of the booklet is 
a focal point. 


Deposit Box at the First 
National Bank in Detroit 
there is parking space 
awaiting you whenever 
you come to the bank to 
transact business.” 

The twelve pages of 
text are printed on rough 
paper, but four pages of 
coated stock, in the same 
manila color, have been 
bound in for the reproduc- 
tion of halftones of the 
vaults and safe deposit de- 
partment. 


RSC ERT SAS 


OSE 
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THE Midland Bank, Lim- 
ited, London, has published 
an interesting booklet, 
“Landmarks in Piccadilly, 
1685-1925,” in  advertise- 
ment of its new branch at 
196 Piccadilly. Full page 
cuts occupy the right-hand 
pages, with the captions on 
the left-hand, facing pages. 
The first cut is that of the 
church of St. James, Pic- 
cadilly, built by Sir Chris- 
topher Wren and _ conse- 
crated in 1685. This is 
followed by an exterior of 
the branch, showing the 
similarity in style of archi- 
tecture, and then by a 
number of interiors of the 
bank building. 

The engravings are ex- 
cellent and the unusual 
type is that purchased in 
1672 by Bishop Fell for the 


HOw ENGLAND'S LARGEST TRUST CompaNY 


Executor by 


COURTESY 


YOU DO THEM NO FAVOR WHEN YOU BURDEN 
YOUR FRIEND OR HEIR -WITH. THE HAZARDOUS 
AND TRYING DUTIES OF ESTATE SETTLEMENT 


The Age of Specialists 
Tovar the services of specialists are sought in 
every line of work Compared with the, inexpert 
enced executor of trustee, the fiduciary 
has a more complete and efficient organization 
for carrying on this complicated business, and is 
free from the distraction 
side duties. 


rina bos first experience in sertling an estate at the expense 
of che benetcianes, 
etm srearemting toider, “Ce Soule on Emam Prapecty * 
whowing the Sengery of wnenperirm nt hanshng of 
oeaee acter we nent gems request 
A for Deen, FE -2P 


TRUST DEPARTMENT 


OLp CoLony 


Trust Company 
fy COURT STREET. BOSTON, MASSACHUSETTS 


Oxford University Press. 
The binding, which in- 
cludes a cover in mottled 
blue and tan shades, is 
characteristic of the same 
period. 


“Do It Today” is the title 
of a folder published by 
the United States National 
Bank of Denver on the sub- 
ject of willmaking. The 
title is written on the front 
cover, within a frame of 
different shades of blue, 
while all over the cover, on 
the white paper, are the 
same words, written over 
and over, to form a back- 
ground. 

Within, the same phrase 
is repeated, one time after 
another, in type which 
grows smaller each time. 
It is used as a part of the 


UOw EH OLAMD'S LAROEST TRUST ComPaNY 


On the Threshold of 
UNCERTAINTY 


TN LEGAL THEORY THE AGE OF TWENTY-ONE 
MARKS THE TRANSITION FROM YOUTH TO 
MATURITY — BUT NOT IN ACTUAL EXPERIENCE 


A Dangerous Combination 


Tus unlimited control of property by a youth 
scruggling to find his place as a man is apt to prove 


By naming Old Colony Trust Company Trustee under your 
‘Will oF ina Living Trust agreement, all or « part of your 


‘We will be glad wo send you our bookie, “Wis ond Tram” 
ot. berver snl, come in ant discuas the fewrures of pout own 
[pertculas problem with one of our Trust offcarn, 


Ah for Bowker —IR~S1 


TRUST DEPARTMENT 


OLp CoLony 


Trust Company 
17 COURT STREET, BOSTON, MASSACHUSETTS 
92 Tempe Pee ee 167 emma tere ee ee 
~~ 


copy, which recounts ip. 
formally the way in which 
a man made up his mind 
to make a will. 


OnE of the continually 
more popular large folders 
has been gotten out by the 
Foreman Trust and Say. 
ings Bank of Chicago on 
the subject of the inher: 
tance taxes. 

The four-page leaflet is 
8Y2 by 11 inches on rough 
cream paper, and is printed 
in black and turquoise blue. 
On the cover is an atten: 
tion-getting sentence, “Many 
men who think they are 
leaving their estates to their 
dependents are really leav 
ing a large portion of their 
property to taxes.” 

Within is a box contain: 
ing a quotation from Elihu 


NEW ENGLAND'S LARGEST TRUST COMPARE 


What the Law 
PRESCRIBES 


AN EXECUTOR OR TRUSTEE SHALL DERIVE 
NO PERSONAL PROFIT FROM THE PURCHASE 
OR SALE OF SECURITIES FOR TRUST FUNDS 


Our Policy 


-Tnoucn there may be varying interpretanoris of 


‘open market — through sources in which we have 
neither ‘direct nor indirect interest. 

Serict adherence to such high standards has played 0” 
important part in bringing to Ov Cotont s volume of 
‘Trust business chat ts unequalled by any corporate biuciary 
tn New England 


‘Why & would be your (@ eppee Ne 
(Comer Taver ond Trae 


{RUST DEPARTMENT 


OLD CoLony 


Trost CoMPANY 
17 COURT STREET. BOSTON. MASSACHUSETTS 
ne 
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Interesting headlines call the attention to these trust advertisements—an attention that is held 


by the copy. 


the series together. 


Similarity of border, layout, and illustration tie the different advertisements © 
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‘OR almost three hundred years 

lumbering has been ‘a factor of 
growing importance in 
commerce. 

From the efforts of early French 
settlers, whose first exports were 
tumbers, masts and spars for the 
French Navy, there has sprung an 
industry producing annually about 
$125,000,000. Today, the forests of 
Canada are one of the world’s great- 
est sources of timber supply. There 
is an estimated stand of merchant- 
able Canadian timber of 250 billion 
cubic feet. 

‘The Canadian Bank of Commerce 
serves in the development of lumber- 
ing in all its phases. As riew timber 
areas have been opened it has estab- 
lished branches, to serve the logger, 
the saw mill operator and the retail 
distributor. 

At present the Bank is represented 
in practically every important lum- 
bering district in Canada. Over 100 
branches serve this great Canadian 
industry. 


THE CANADIAN BANK 
OF COMMERCE 








- ' 
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Commerce 


bs pacerrtone water wheel 
ponderously turning not 
only’ started the first grist- 
‘mill in Canada, but set in 
motion one of our greatest 
industries of today. 


Today $60,000,000 is in- 
vested in Canadian flour 
mills, the daily capacity of 
which is 125,000 barrels. 
The value of flour from 

. Canadian mills has now in- 
creased to the great sum of 
$150,000,000 annually. 


Wheat of the highest 
grade and mills that are 
models of efficiency and 
cleanliness have made Cana- 
dian flour the standard of 
quality throughout the 
world. No fewer than 10,- 
000,000" barrels have been 
sold to othér countries in one 
year. 

From its inception, The 
Canadian Bank of Com- 
mierce has assisted and en- 
couraged flour milling. To- 
day over $00 branches of 
this bank are allied with this 
great industry, serving in 
large measure in the produc- 
tion and distribution of 
Canadian wheat and flour. 


OF COMMERCE 


Capital Paid Up - - $20,000,000 





Construction is to-day one 
of thé most important fac- 
tors in Canadian commerce. 
New manufacturing plants, 
warehouse and office build- 
ings are being erected, not 
only providing employment 
for thousands of people dur- 

4|* ing construction period, but 
. as well opening up new ave- 
nues for permanent.employ- 
ment. Through the service 
of The Canadian Bank of 
Commerce much of this in- 
dustrial construction has 
been made possible. 

In new residential districts 
that extend far beyond old 
boundaries, thousands are 
establishing new and attrac- 
tive homes. The savings 
accumulated in chis Bank by 
its customers have made 


many of these homes possible. 





THE CANADIAN BANK 
OF COMMERCE 
S. H. LOGAN, General Manager 

Rove Pend > > fatconene 


The Canadian Bank of Commerce carries out the significance of its mame in a series of 
advertisements showing various phases of Canadian commerce. 


Root and well written copy 
which expands on the idea 
stated on the cover. The 
bank invites the’ reader to 
a conference with its off- 
crs so that any questions 
regarding the taxing of es- 
tates may be made clear. 


THE name of Devlin, Mer- 
nil, Price & Bennett, Inc., 
inancial advertising agency 
ot Chicago, has been 
changed to Devlin & Ben- 


nett, Inc. The personnel 
mains unchanged—Wal- 
tt E. Devlin, president; 


especially effective. 


and Horace C. Bennett, 
vice-president and __ treas- 
urer. 


Lee, Higginson © Com- 
pany, New York, has pub- 
lished and. distributed an 
interesting article on “Lend- 
ing Money to Small Bor- 
rowers,” gotten out in 
booklet form. It contains 
an account of the difficul- 
ties encountered by small 
borrowers, and the way 
these are being met. It also 
emphasizes the lending of 
money to these borrowers 


The “action” illustrations are 


as a business, and not as a 
charity. 

The booklet is excellent 
in typography. It con- 
tains the name of the firm 
only on. a_ small accom- 
panying card which reads, 
“The enclosed pamphlet is 
sent to you with the com- 
pliments of Lee, Higgin- 
son & Company.” 


Tue Continental National 
Bank and Trust Company 
of Chicago has issued an 
informative booklet on the 
subject of wills and estates 


SPY 


rata: Lek 


aS a OE OE: FBO 
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A Commission is needed 


to coordinate 
the many plans of 


City Improvement 


CORN EXCHANGE 
NATIONAL BANK 


A Philadelphia bank backs up a newspaper in empha- 

sizing the need for city improvements in this community 

advertisement. The layout, with the newspaper clipping 

reproduced at one side, is unusually effective and 
appropriate. 


under the title of “Your discussed in the booklet, 
Will—What It Means.” and reasons given why the 
It explains the eight classii Continental should be se- 
fications into which the lected as executor. 
Statute of Descent of An appropriate cover 
Illinois has divided human shows a _ scroll and _ seal 
relationships, and shows in typifying a legal document. 
each case how an estate 

will be distributed if a will ComsBininc its _ fifty-fifth 
is not made. Inheritance annual statement with a 
taxes and executors are also description of Minneapolis 


and its business importance, 
the Northwestern National 
Bank of Minneapolis has 
made up an _ attractive 
folder which contains , 
great deal of information 
in a small space, without 
giving a crowded effect 
Brown and green ink are 
used on white coated paper, 
and illustrations of the bank 
building, the entrance, and 
a view of the city add to 
the attractiveness of the 


folder. 


THE Bankers Trust Com 
pany of New York has 
compiled and published in 
the form of a folder a tab 
ular summary of the infor 
mation relating to Liberty 
and Treasury bonds, Treas: 
ury notes and Treasury 
certificates of indebtedness. 


WHEN it opened its York: 
ville branch, at 123 East 
86th street, the Natioaal 
City Bank of New York 
got out a booklet giving an 
interesting history of the 
Yorkville section and de 
scribing its growth. The 
copy, which is unusually 
well written, is interspersed 
with reproductions of his 
torical sketches and photo 
graphs. On the inside front 
cover a page is devoted to 
describing the services of 
the Yorkville office, while on 
the inside back cover ar 
small photographs of the 
National City’s twenty-three 
other branches in New 
York. Typography and lay’ 
out are excellent. 
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he Better things 
in Life 
EDUCATION! 


A good education is one of 
the most important of all 
stepping stones to success. 


Like every good thing it 
has to be provided for in 
advance, and this pro- 
vision can best be made 
through a savings account. 


ESTABLISHED 1832 


Capital $10,000,000 Reserve $19,509,000 
Resources $245,000,000 


The Better things 
in Life 
TRAVEL % 
To become better acquainted 
with your own country— 
to take a restful sea voyage— 
to enjoy new scenes and con- 
tact with strange peoples— 
these are amongst the 


delights of Travel, available 
to those who save money. 


This Bonk will welcome your 
Account. Deposits 
may be mede by mail. 


The 
BANK OF NOVA SCOTIA 


ESTABLISHED 1632 


Capital $10,000,000 Reserve $19,500,000 
Resources $245,000, 000 


The Better Things 
in Life 
LEISURE ! 


Comfort in your old 
age depends largely 
upon your foresight in 
providing for it now. 


The 
BANK OF NOVA SCOTIA 


ESTABLISHED 1632 


Capital $10,000,000 Reserve $19,500,000 
Resources $245,000,000 
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What would be called in department stores “luxury” advertising is made good use of in this 


AN attention-getting folder 
has been published by the 
real estate loan department 
of the Chicago Trust Com- 
pany on how to accumulate 
that first $1000. The out- 
side of the folder is orange, 
with the words “How to 
Get” printed in black and 
a black arrow pointing to 
the figures $1000 at the 
bottom of the page, where 
the cover has been cut 


WHAT WE MEAN BY 
AN INVESTMENT 


When you make an invest- 
ment you place money in a 
form where it will be ade- 
quately secured and where it 
will return a regular, definite 
income. We recommend 
bonds of sound, well man- 
aged, industrial and utility 
enterprises. 


Our experienced bond mew ull be pleared 
10 tmbmnt offerrag: for your 
Comuderaien 


THE MINNESOTA LOAN & TRUST CO. | 


#5 Marquene Ave ® Minneapolis, Minn. 


SPRING wets Sore errtnN RAMON RANE 





series of a Canadian bank. 


away. Within are  out- 
lined three plans for ac- 
cumulating money through 
deposit in the Chicago Trust 
Company’s real estate loan 
department. A coupon 
asking for more complete 
information is attached. 


THE Union Trust Company 
of Chicago emphasizes the 
use of safe deposit boxes for 

important papers of 


WHO WILL MANAGE THEIR 
FINANCIAL AFFAIRS ? 


Today, answer that question 
by making your will, and 
naming this Trust Company 
to act as financial head of 
your family after your death. 
Also protéct your life insur- 
ance money by placing it in 
a trust fund for the benefit 
of your family. 


” arty of dercsrag 
* “ior nome eal oa ocd get 
that you ash for dexriptive 
booblers 


| THE MINNESOTA LOAN & TRUST CO> | 


40S "Marquette Ave. ® Menneupulis, Mana, 


preeo om mento werrtnt mated, wae 


every business in an attrac- 
tive folder gotten out re- 
cently. ‘Every business has 
documents that are ordi- 
narily referred to not more 
than once a year,” the copy 
begins, “but which must be 
promptly located when they 
are needed. It is not 
enough that they are safe— 
somewhere. When you need 
them for reference, you ex’ 
pect them to be readily 





ASSISTANCE that YIELDS 
ANET PROFIT 


We are always ready to 
consult with our clients in 
the selection, sale or ex- 
of securities. Con- 
stant and close contact with 
markets near and far, en. 
ables us to offer this valu- 
able service, without cost 
or obligation. 
You ave forse at all time te consult 
‘with ws about the perchase or 
cmihonge of serra, 


| THE MINNESOTA LOAN & TRUST CO. ff 


405 Marquette Ave. Minneapolis, Mina. 


APRLATED 7m A REET ATION CO 


Illustrations in silhouette and the effective use of white space make these advertisements 


attractive to the eye. 
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Experience 
YOUR cepertante ‘tele you whet your bey 
cannot know—the value of money saved. 
Teach him to spend his money in a bank. 
His first thousand dollars may mean a life- 
time of success. 


7 50 6 month wall gree hem 5/000 tm 
10 70ers [rem mow. 


TheRoyal Bank 
of Canada 


Human interest in the illustrations and brief but effective copy 


available.” The front cover 
holds an illustration of two 
men searching among boxes 
and bundles, and, below, 
the words, “I know we put 
them - away safely—some- 
where.” 


THERE is no substitute for 
a $500 savings account, 
says the Baltimore Trust 
Company on a card adver- 
tising its savings depart- 
ment. The copy carries out 
the theme and gives advan- 
tages which the savings ac- 
count has over other forms 
of investment for at least 
a portion of every person's 
income. The card is pale 
greei and is printed in 
black, with border and orna- 
men‘s in orange. 


THE Dime Savings Bank of 
Detroit gives “five reasons 
why you'll like to bank at 
the Dime Savings Bank” in 
a recently published book- 


let. An introductory para- 


~~ 
MILESTONES 
Tt first milestone on the Road to Success 
is $1,000 saved—after that the way is easy, 
for opportunities strew the path of the man 
with money in the Bank. 
= Riera reach the first milestone on this 
‘oyal Road in four years, or sooner, i 
to your determination and your — 
Ash cur Manager to show you the wey 


The Royal Bank 
of Canada 


advertisements. 


“In addition 
modern facilities, 
such as commercial ac- 
counts, savings accounts, 
safe deposit vaults, etc., we 
offer you the advantages 
of several new and exclus- 
ive service features that you 
will find decidedly helpful.” 
The five reasons are then 
given, one page being de- 
voted to each. Red and 
black printing are used on 
ivory tinted paper. 


graph says: 
to all 


PROTECTING TRUST 
INVESTMENTS 


“The Chicago Trust Com- 
pany set apart $2,000,000 
as a special reserve fund in 
1925, out of which it un- 
dertook to make good any 
loss of principal or interest 
on an interest bearing in- 
vestment of its selection for 
a trust,” said Holdam D. 
Pettibone, vice-president and 
trust officer of the Chicago 
Title and Trust Company, 
in an address before the 


Instalments 


H0o™Es — clothing — education —even 
pleasures and luxuries—are 


realize that money—the force behind all 
buying—can itself be bought by instal- 
ments. By making payments of $4.52 
week you can buy $1,000 in four years. 
Ask our Manager about it. 


The Royal Bank 
of Canada 


LS 


feature these Canadian bank 


trust development division 
at the annual Financial Ad- 
vertisers Association con 
vention, held recently in 
Utica, N. Y. 

“The gist of the plan,” 
continued Mr. Pettibone, “is 
that before a beneficiary of 
a trust under the care of 
the company sustains a 
loss, either of principal or 
interest, on the day it is 
due, on an interest bearing 
investment purchased by the 
company, the latter stands 
to lose $2,000,000 of its 
own money. 

“This new feature has 
been presented to the pub 
lic rather persistently for 
the last two years through 
newspapers and by direct 
mail. The plan has been 
earmarked by the descrip’ 
tive phrase, ‘Protected Trust 
Investments.” After two 
years of operation the plan 
has demonstrated that it has 
a very definite value in at 
tracting public attention and 
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is effective in closing new 
business. 

“In adopting the plan, 
the protection was extended 
to old trusts as well as to 
While it was 
expected that the plan 
would direct attention to 
the company, not all of the 
results which have come 
fom the plan were an- 
ticipated. New fields of 
business have been opened 
to the company. Trusts 
have been obtained from 
sources not previously ex- 
amined. The plan has 
borne the scrutiny of the 
members of the Chicago 
Bar and of representative 
lawyers all over the coun- 
try, acting for various 
clients with whom trusts 
have been arranged. 

“It has not been observed 
that the plan appeals to 
one group of persons more 
than to another. The owner 
of a small estate seems to 


new business. 


Affiliated with The Finst Nationat-Bane of Boston, 
New England's oldest and largest financial insticution 


‘The Bornes Aires Bronck of The 
Baw 


Looking Ahead 


nw Eyctanp has learned only too 
N well that unforeseen circumstances 
can sharply depreciate securities which 
seemed “good as gold.” With the Statisti- 
cal Department, the Credit Department 
and the 21,000 correspondent banks of 
The First National Bank of Boston at 
your command, our facilities for “looking 
ahead" are indeed unusual. 


The (ie) 


FIRST NATIONAL 
CORPORATION of 
BOSTON 


67 MILK STREET, BOSTON 
Tesephone Csberty 7300 





tis Ralcimere Cleveland Chicage Pietbergh S. Lew Hartend 


Well thought out advertisements of the comparatively new 
known bank. 


regard it as a necessity; the 
person having a° large es- 
tate turns over his business 
with equal enthusiasm and 
corporations accept it as 
sound business policy. 

“Inquiry has occasionally 
been made as to the han- 
dling of charges against the 
fund when losses are sus- 
tained. Thus far, no charge 
has been made against the 
special reserve fund. It re- 
mains intact as at the out- 
set, $2,000,000 losses to 
date have been made up out 
of other reserves from earn- 
ings. 

“Where there had been 
a steady increase in the 
business of personal trusts 
prior to the adoption of the 
special reserve fund, the in- 
crease since the adoption of 
that fund has been very 
much greater. The com- 
pany is satisfied with the 
public reception of the plan 
of ‘Protected Trust Invest- 


Affiliated wich The Piast Natvonat Bans ef boston, 
New England's oldest and largest financial institunion 


‘The Great Vault of Te Fire Xp 
trona! Bash of Masten 1 lected yost 
one flew helene war head oct. Our 


And in addition — 


ur usefulness to you does not end 
O with sound investment counsel and 
the purchase and sale of securities, In ad- 
dition, we place at your command every 
helpful service of our affiliated instiru- 
tion, The First National Bank of Boston. 


The (ii) 


es 
FIRST NATIONAL 
CORPORATION of 
BOSTON 
67 MILK STREET, BOSTON 
‘Telephone {jhorty 700 
New Vort Puedephia Banimere Cirstond Chicage Pemabergh Lente Mentors 


ments’ and is definitely com- 
mitted to its continuance.” 


PERSONAL TRUST ENDEAVOR 


In an address, “Personal 
Trust Endeavor in Our 
Larger and Smaller Cities 
Contrasted,” H. F. Pelham, 
vice-president of the Citi- 
zens and Southern National 
Bank, Atlanta, Ga., speak- 
ing before the trust de- 
velopment division at the 
recent convention of the 
Financial Advertisers As- 
sociation, said, in part: 


“The greatest hindrance 
to the work of trust de- 
velopment is one thing— 
procrastination. In our 
larger cities, the resistance 
of procrastinating thought 
is comparatively less than 
in our other urban centers. 
Thought habitually trans- 
lates itself into action more 
readily there, because rea- 


Affiliated with The Piast Nationa Bane of Borrom, 
New Englaod’s oldest and largest financial institution 


‘The Fire X grienal Bont of Bewee 
as more thon 143,000 cxstomers, 
Tee sams conureairee menqqement 
which hor made tt Nowe Emglants 
lergen honk io drewing srw com 
tomers ewery day 10 Tha First Kgm 
tomas (pores of Basten 


In Ten Years’ Time 


ROM a modest beginning in 1917 The 

First National Corporation has grown 
to an organization with offices in Boston, 
New York, Chicago, Cleveland, Pitts- 
burgh, St. Louis, Philadelphia, Baltimore 
and Hartford. Whatever your investment 
requirements may be, our qualifications to 
serve you are unusual, 


The (aie) 


FIRST NATIONAL 
CORPORATION of 
BOSTON 


67 MILK STREET, BOSTON 
Telephers Lyberty 7300 
Mew York Poiledcipitia Baltimore Cocveiand COicage Pirabargh Leute Martens 


investment subsidiary of a widely 





Branch- 
es that 
are 


REAL 
BANKS 


HEN SECU- 
\ RITY estab- 
lishes a Branch, the 
plan ¢ontemplates a 
large and complete 
institution. .To this 
plan sites are selected 
crashes see 
a large areaswith var- 
ied lines of banking 


necds. 


Patrons aré glad to 
travel a little further, to 
reach and do business 
with » Security Branch, 
housed in its own large 
ain! handsome” building 
and with a complete staft. 
By giving their own 
business to that institu- 
tion they develop a “real 
baok” in their own 


neighborhood. 
Learn.to use and to 


appreciate the many | 
advantages of having ' 


a Security Bank as 
your neighbor. 


More Than 
315,000 Depositors 
54 Convenient Lications 
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Know 


about 


Your 
Harbor 


7 

have an Eastern 

visitor, include the 

Harbor in your drive 

and explain its value 

and importance to the 
Aly. 

The City Map, issued 
by Security Bonk, in 
cludes an up-to-date map 
of the Harbor district. 
upon which is shown pot 
only the paved thorough- 
fares, ferries, bridges, 
&c, but also the various 
points of interest, 

Get a copy of the 
Security Map, which 
is free on request at 
any Branch, and make 
the Harbor Phi-trict 
the object of a trip of 
discovery and investi- 
gation. You will be 
pleased and your visit- 
ors will be surprised 
by what you find 


315.40 Depositors 
$4 Convenent Locations 


FACTS 
of the 
CITY’S 
Growth 
and 
Pros- 


perity 


HE Department 

of Research and 
Service of Security 
Bank prepares each 
year an “Industrial 
Summary” reviewing 
the course of business 
during the preceding 
year. 

Besides a general re 
view of all im t 
activities, the 1928 issue 
(for 1927) contains sur- 
veys of the Motion Pic- 
Yure Industry; the Citrus 
Fruit Industry; and Sub- 
division Activity in and 
Around Los Angeles. 
These surveys are of per- 
manent interest and 
value, 

Copies of the review 
have been placed in the 
haods of several thous- 
aod businessmen. Extra 
copies are available for 
those interested who 
have not received one 
through the mail. 


Obtainable 
without charge at 
the Head Office 
or at any of the 
Branches, 


cURITY 
jo inee EAN 
Resources Over 
$250,000,000 
A State Bank Giving Sev. 


Better 


a an 
YEAR CARE- 


TOO 


The 
FINAL 
d 


FUL 


SOON Choice 


than a 


DAY 
TOO 
LATE 


HE RENTAL 
price of a Safe 

it Box in a Se- 
curity Vault for a year 
is a trifling sum 
against the 

loss of one important 
cost 


just drift from daytoday? 

If s0, have decision 
take the place of pro- 
crastination and make 
renting-a box and as- 
sembling your valu- 
ables therein today's 
first business, 


GURITY QECURITY 


eonee AN 


VERY LARGE 
proportion of 
ple who come to 
thern California as 
permanent residents 
move several times be- 
fore they reach the 
permanent location 
which best suits their 
tastes and circum- 
stances. 


In their moving, their 
bank accounts often 
move with them, from 
bank to bank, from 
branch to branch. Final- 
ly they find a banking 
home which permanent- 
Jy suits them. 


‘The fact that the pro- 
—- of —, bank 
leposits within the city 
limite of Los Angeles, 
held by the offices and 


branches of Security |} 


within the city has re- 


mained practically the |) 


ldring the city’s 
period A a 
growth— jus 
trates that Security has 
been the final and care- 
ful choice of a large pro- 
portion of the new ar- 
Fivals, 

With fifty-four 
branches in the city, 
there are few locali- 
ties in which there is 
not a Security Bank. 
If you are locating a 
new home, locate a 
new banking connec- 
tion—with Security. 


cones AN 
More Than 
315,000 Depositors 
$4 Convenient Locations 


MORE 
Than 
21% 
and 
MORE 


Than 
27% 


geil Clearing House, 
showing the im 
figures for the Tako of 
the city, as of Decem 
der 31. 


bari om Los Aw 
ge! sare repre 
sented ip these figures, 
and ng banks which 
have headquarters else- 
where but branches 
within this city. 

This statement 
shows that SECUR- 
ITY retains its com- 
manding position in 
this community. Ex- 
cluding the deposits 
held by this bank 
and other banks in 
branches out-ide of 
the city of Ios Angeles, 
Security holds over 21 
per cent of ALL de 
posits, and 27 per 
cent of all savings de- 
posits within the city. 

Because the figures 
in the “Authorized 
Statement” are im- 
portant and valuable, 
we have printed a sup- 
ply of them. A copy 
may be obtained on 
Tequest at any office 


or branch. 
GURITY 
=: BANK 
Resources Over 


$250,000,000 


A State Bank Giving Sev. 
ings Deposits the 5 


| 


ings Deposts the § 
Protection ot tbe Calihersts 
Benk Ac. 


Protection of the 
Bank Act. 


Single column advertisements of a California bank that overcome the usual handicaps attending 


the time element 
unconsciously figure into 
each transaction. But not 
as a rule in the cities of 
moderate and small size. 
“In our larger cities trust 
service appeals on its merits 
while that appeal becomes 
less potent generally else- 
where. It is controlling in 


son and 


one-column advertising. 


inverse ratio to the size of 
the city. 

“On the other hand, in 
our smaller cities, the per- 
sonality and character of 
the operating officer count 
most strongly, whereas this 
counts less when the cities 
are of increased size. Ex- 
cept generally regarded as 


capable, the operating end 
of the trust departments 
is not thought of until 
actual administration sets in. 
Constant personal contact 
between ‘trust officer and 
the beneficiaries in the bus’ 
ness and social life of the 
smaller cities explains this 


point. ‘g 





Have You 


You may be the fastest 
check-writer in America ; 
you may excel in the 
variety of your remarks 
to customers about the 
weather; you may be a 
fraternity brother of the 
president’s son—you may 


have memorized The 


Book of Etiquette—you 
may even have read Elbert just one of 


Hubbard’s Scrap Book, THESE BANKERS 


written by Don Knowlton, 
but unless you have read publicity manager the 


“it” your future is black. Union Trust Co., Cleveland. 
eaemene illustrated by 
Arthur M. DeBebian 
what is “IT’? If you advertising manager the 


Equitable Trust Co., N. Y.C, 
teally want to know, sign published by 


the coupon below and get Bankers Publishing Co. 


the funniest book ever read by Every Banker who 
; can beg, borrow or steal 
written about banking. 


Just to make things easy for you— 


BANKERS PUBLISHING CO., 71 Murray St., New York, N. Y. 
Gentlemen: 


Here's $ 





Official 
Financial Facts 


BANKERS and others who 
require reliable information on 
matters relating to finance and 
industry know where to get it. 


J. C. Nevin, Managing Director of the 
Federal Reserve Bank of Cleveland, an- 
alyzes the situation thus: “The service 
which The United States Daily affords is 
a valuable one. It is difficult to keep 
track of all the Government activities 
affecting finance and industry. 


“The United States Daily, we believe, 
gives complete; reliable and authoritative 
information in this connection.”’ 


Would you like to see a sample copy of 
The United States Daily? Then use the 
coupon below. 


To The United States Daily, 
Washington, D. C. 


Without obligation please send me a sample of 
The United States Daily. 


Please use this coupon or enclose it 
with your letter. 





PROBLEMS IN BANK CREDIT 


By M. E. RoBERTSON 


THe BANKERS MacaziNE has secured the services of a capable credit man to 


answer the inquiries of readers on current problems of the credit manager. 


Questions 


of general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: The other day I came 
across the statement of a contract- 
ing company in which there appeared 
an asset item “Contracts on hand” and 
a liability item “Cost to complete work 
on hand.” I wonder if these items are 


quite in order and are usually found in 
the statements of contracting companies 
—also, I would like to have any data 


you care to give relative to these items. 


E.R. 


ANSWER: Some contracting firms 
handle the items you mention but the 
method is perhaps one that does not 
meet general approval. The idea is this: 
A concern bids upon a job or is other: 
wise successful in securing a contract 
to do certain stipulated. work at a 
certain figure, let us say $25,000. It 
will have certain costs and overhead for 
doing the work and let us also say that 
the total estimated cost of materials, 
labor and overhead for doing this job 
is $20,000. Under the plan you sug: 
gest they would set up an asset item 
“Contracts on hand -$25,000”" and a 
liability item “Cost to complete work 
on hand $20,000.” The difference be- 
tween these two most naturally en- 
hances their net worth. It would be 
the same idea as a manufacturing con- 
cern taking into its asset items an item 
of unfilled orders on hand and then 
setting up a liability item of cost to 
produce. It would seem that contracts 
should not be included in the assets. 


When the job is actually started, then 
an asset item should begin of “Contracts 
in process,” which figure should rep- 
resent only actual expenditures for 
materials and labor. No profit should 
go in until the job is completed. Of 
course, in certain lines of contracting 
it is customary to receive payments at 
various stages of the work and in the 
amount of such payments there is most 
naturally a certain amount of profit. 
When such a payment is received, the 
assets of “Contracts in process,” so far 
as it represents payments for materials 
and labor against the payment, must be 
eliminated. If the amount of the asset 
for materials and labor is less than the 
payment, then most naturally the differ- 
ence is profit and net worth becomes 
increased thereby. 


QUESTION: When a _ company 
shows an item of mortgage debt in a 
statement, should the interest payable 
upon it for the coming year be con- 
sidered as a liability? F. E. H. 


ANSWER: No. There is no more 
reason why this should be considered as 
a current debt even though it will have 
to be paid during the current year than 
it would be to estimate interest on other 
borrowed money and a hundred other 
expenses that the business will have to 
pay during the year. It is merely an 
expense item incident to the future 
year’s business. Perhaps you are think- 
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ing of any principal payment to be 
made. Such a payment on account of 
the principal of the mortgage due dur- 
ing the coming year should be classed 
as a current liability. 


QUESTION: We received a state- 
ment which showed an investment in 
plant equal to about 75 per cent. of the 
company’s net worth. This seems very 
large to us, and we wonder what your 
opinion would be of extending credit 
to such a company. 


b>. 'T. G. 
ANSWER: From 


given, this question is impossible to 
answer. This column has always given 
the opinion that there are far more 
important items to consider in extend- 
ing credit than mere ratios. Manage- 
ment is all important. To consider the 
relationship of plant investment to net 
worth you must give consideration to 
the line of business, the current position 
in the face of such an investment, and 
whether or not the plant is free and 
clear of debt. If the plant is free of 
debt, there is an avenue for additional 
working capital if earnings justify. 
Some lines, like cotton mills, flour mills, 
etc., require a comparatively large plant 
investment. Take a cotton mill for 
example—if the mill has a current ratio 
as low as 1.50 it might be considered 
acceptable if the plant is free of debt. 


QUESTION: We do some business 
with brokerage houses engaged in the 
stock and bond business and secure some 
financial statements from them. It is 


the information 
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most difficult to analyze these statements 
and I would appreciate a list of several 
questions that might be asked of such 
companies in general. C.S.H. 


ANSWER: Follows a list of ques- 
tions which came to my attention some 
time ago and which seems to be a good 
one. I know not the origin or the 
writer, so cannot give them credit, but 
I pass them on to you and trust you 
will find them useful. 


Capital—Cash or securities. If securi- 
ties, amount of listed securities and 
amount of unlisted securities. 

Amount of ordinary borrowings. 

Debit balances of brokers’ clients. 

Bank accounts and lines extended. 

Amount of over-certification. 

Balance to be carried with borrowing 
bank. 

Temporary over-night financing, what 
amount expected. 

What exchanges are they members of 
and what amount of their capital is 
locked up in the seats of those ex- 
changes and guaranty funds con- 
nected with same, such as stock clear- 
ing-house? 

Marginal deposits. 

Bond business—do they buy original 
issues and carry same or do they sell 
bonds through salesmen on a commis’ 
sion basis? 

Market value of securities in their box, 
free of loans—amount of such. securi- 
ties listed on the stock exchange and 
amount of such securities not listed 
on the stock exchange. 





Architect's drawing of the new home of the Granite Trust Company, 
Quincy, Mass. 


GRANITE TRUST BUILDING NOW 
BEING ERECTED 


HAT will be the most impos- 

ing business building in Quincy, 

Mass., the new home of the 
Granite Trust Company, is progressing 
rapidly, and will soon be nearing com- 
pletion. 

The new building is of striking de- 
sign, with a massive tower rising ten 
stories and surmounted by an orna- 
mental parapet. It will occupy all 
except a forty-two foot strip at the rear 
of the lot, which is reserved for parking 
space for automobiles. The lot is over 
100 feet wide and 220 feet deep. 
_The entire building is faced with 
limestone, except for the lower portion, 
where polished Quincy granite will be 


used. The entrance to the banking 
rooms and office building section will 
be through a portico of polished 
granite columns of unusual design. 
The doorway will be embellished with 
carving. 

There will be more than 18,000 feet 
of space on the first floor of the build- 
ing, of which 4600 will be devoted to 
the bank’s uses. There will be 2000 
feet of floor space on each story of the 
tower. 

Flanking the tower will be the lower 
portions of the building, of one, two 
and three stories. On the ground floor 
there will be stores and shops. 

The main banking room, forty-five by 
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ninety feet, will be twenty-five feet high 
and lighted by means of a skylight. On 
the same floor will be the spaces for 
officers, private offices, and the loan, 
trust, paying, receiving, discount, sav- 
ings, foreign and other departments. 
The safe deposit department will be on 
the same floor. The’ vault is to be 
twenty-seven feet long and modernly 
constructed and equipped. 

Two high speed elevators will make 
accessible the directors’ room and the 
offices of the president and the vice- 
president, at the top of the tower. 
From these rooms will be afforded a 
view of Quincy and Boston harbor. 

“The Friendly Bank”—the company’s 
slogan—will be carried out in the char- 
acter of the interior fittings and fur- 
nishings. 

The Granite Trust Company was 
founded in 1836 and its head has been 
a director of the bank for fifty-one years 
and president for forty-one. When Mr. 
King first became president, the capital 


and surplus of the institution was $201, 
202 and the total -assets $473,382. At 
the present time the capital, surplus 
and undivided profits are over $1,500, 
000 and commercial, savings and trusts 
total over $13,000,000. In January, 
1927, when he was elected a director 
for the fiftieth time, Mr. King made a 
gift of $300,000 to the bank. 

The new bank will occupy the site 
of the old building of the Bethany 
Congregational church, at the junction 
of Hancock, Chestnut, Granite and 
Maple streets. 

When the new building plans were 
under consideration, the architects, J. 
Williams Beal Sons of Boston, suggested 
that a massive tower would express con- 
fidence in the future, with “long lines 
rising four-square” and __ silhouetted 
against the sky. This plan was ap- 
proved by the president; his son, Delce- 
vare King, who has been vice-president 
for eighteen years; and the officers and 
directors. From this idea, the plan for 
the building was evolved. 


THE BANKER AND THE HOME-BUILDER 


By WILLIAM JOHNSTON 
Vice-president, The Celotex Company 


that the individual home-owner is 

the backbone of the community in 
which he lives and most banks today are 
engaged in stimulating home-building 
activities. 

Yet, despite the desirability of home- 
owning, there is a trend in America 
toward apartment house living, a trend 
so definite that the bulletins of the 
Government have taken cognizance of 
it. While there are countries in Europe 
where 80 per cent. of the population 
own their own homes, there are only 
two American cities where even half 
of the people own their homes—Des 
Moines, with 51 per cent., and Grand 
Rapids, with 50.2 per cent. In the 
larger cities the percentage falls rapidly. 
In Boston, for example, only 18! per 
cent. own their own homes. 


Fee intelligent banker recognizes 


An analysis of the causes for this 
trend away from home-owning should 
be particularly interesting to bankers 
for the two principal reasons seem to 
be: 

A. Difficulty in financing the build 
ing of a home. 

B. Lack of standardization in con: 
struction. 

With both of these problems the 
banker is concerned. 

While the home-building prospect, 
where his lot is paid for, has little dif_- 
culty in arranging a first mortgage loan, 
more satisfactory methods of handling 
second mortgages must be developed. 
It is much easier, for example, to finance 
the purchase of an automobile, which 
as an enduring asset is not to be com 
pared with a well-built house, than it 
is to finance home-building. Some sort 
of acceptance corporation for handling 





THE BANKERS MAGAZINE 


(———OOO 


second mortgages at reasonable cost 
should be worked out. 

The lack of standardization in con- 
struction concerns the banker as well as 
the home-builder. The banker, in mak- 
ing a building loan, has no check on the 
materials used in construction. Nor 
does the purchaser of a new home know 
whether he is getting a grade A or a 
grade C house. Modern merchandising 
methods have trained people to accept 
standardized goods. When a family 
buys milk, or crackers, or automobiles, 
it buys standard brands with which na- 
tional advertising has made it familiar. 
But when a man buys a house, it is a 
gamble whether he gets a bad one, or 
a good one. 


CO-OPERATION OF BANKS 


If the banks in a community will co- 
operate with the local real estate boards, 
the working out of a practical plan 
should not be difficult. The example 
set by the Metropolitan Life Insurance 
Company shows the way. The regula- 
tions required by the company for mak- 
ing building loans provide that the plans 
for the new building must be submitted 
to an architect appointed by the com- 
pany. His duties are to examine plans 
and specifications carefully, criticize 
them if necessary, and report his find- 
ings. If plans are finally approved, and 
title has been approved, an arrangement 
is made with the builder for a loan of 
an agreed amount on the property. 

The building is inspected frequently, 
often daily, by the architect’s office to 
see that the work is being done accord- 
ing to plans and specifications. Unless 
the work is properly done and approved 
by the architect’s office, the company 
reserves the right to decline to make 
payments. 

The careful following of this plan by 
the company has resulted in a much 
higher grade of buildings, with only a 
trifling increase in cost. A small fee is 
paid to the architect by the builder. 

The result of this system, carefully 
followed by capable and honest men, has 
been practically to insure to the buyers 
of property built under these conditions, 
and to the bankers making loans on 


New home of the State 
Bank of Chicago—La 
Salle and Monroe Streets. 


ANKERS are more discrimi- 
B nating than any other class 
when selecting a banking 
connection. They know the 
meaning of good service. The 
fact that an ever increasing 
number of banks and bankers 
carry accounts at this institu- 
tion indicates that its methods 
of handling out-of-town busi- 
ness measure up to every 
requirement. 


Henry A. Haucan 
Chairman Board of Directors 


Leroy A. Gopparp 
Chairman Executive Committee 


Oscar H. Haucan 
Vice-Chairman of the Board 


State Bank 
of Chicago 


A Trust Company 


LA SALLE AND 
MONROE STREETS 


Member Federal Reserve System 


CAPITAL, 8URPLUS AND UNDIVIDED 
PROFITS OVER $13,000,000 





Anticipating the 
financial require- 
ments of the thir- 
teenth industrial 
city in America. 


FirRST WISCONSIN 
NATIONAL BANK 


MILWAUKEE 


Capital and Surplus Ten Million Dollars 


them, that such buildings are properly 
constructed; that the things covered up 
in the walls and floors, such as steel, 
brick or framework, plumbing lines, 
electric and gas lines, drainage and 
foundation, walls of brick, masonry of 
frame, have been carefully looked after, 
and that concrete and mortar are of 
proper mixtures. For frame houses, that 
the structure is heavy enough to stand 
wind pressure and properly put to- 
gether, that floor and roof beams are of 
sufficient strength and properly placed. 

The purchaser can be as sure of 
proper construction as if the work had 
been inspected by his architect. The 
final result to the builder has been that 
his building virtually has a certificate 
of high character. 

If definite standards of construction 
are established, and each local real estate 
board pledged to carry them out, not 
only will the buying of homes and of 
property be stimulated, but every com- 
munity will be benefited by having 
better built homes, and bankers making 
building loans will be better protected. 

A further point that should be con- 
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sidered by bankers making building 
loans is the subject of insulation. As 
knowledge of the economy and comfort 
of living in an insulated house becomes . 
more widely disseminated, the insulated 
house will have a higher resale value 
and be a better investment. 

A recent survey was made of 4000 
workers to find out why they borrowed 
money from loan sharks. What two 
reasons do you think lead the list? 
First—illness, unanticipated calls for 
money for doctors and hospital bills; 
and second, coal—cash to lay in the 
winter's supply of fuel. The proper 
insulation of the workers’ homes be 
comes, therefore, a matter of national 
economic importance. A recent survey 
made by the Celotex Company shows 
that effective insulation in building con 
struction will reduce the annual fuel 
bill from 25 to 40 per cent. 

Bankers, by insisting on the use of 
insulation in the homes on which they 
lend money, will not only be rendering 
a real community service, but will 
enhancing the value of the security fo: 
the loan. 





HE old con- , new low-type d 
servativesecre- \i , ' * | counter and its 
cy finds no place \— vault thus frank- 
in this visibly : ly exposed, it 
modern banking cg ; looks progressive. 
room. With its a 


Showing Your Faith 


\ ," 7HEN you must fill a vacancy—make a promotion—in your 


bank, what a satisfaction it is to find the “logical man” right 
at hand. He differs from the others by having sufficient ambition 
to have prepared himself ahead of time for added responsibilities 
by having faith enough to have invested time and energy in his 
future. 


Banks can well exercise that same sort of faith and ambition. 
Many a business man is looking for the logical bank to handle cer- 
tain business, and will place it with the bank that is evidently pre- 
pared to handle it. 


Recent years have added much to the scope of bank’s activities. 
Future years will add more. The banks which are known to be pro- 
gressive will be offered the opportunities. 


Important, among the signs of progressiveness in a bank, is the 
question of modern banking quarters. An up-to-date and properly plan- 
ned bank building does more than make it easier to operate efficiently. 
It tells the public, silently and powerfully, “Here is the logical bank.” 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


Hev the bank’s building is able to influ- TILGHMAN Moyer Company, Allentown, Pa. 


ence its business is discussed in the booklet Gentlemen: Without obligation, please mail 


“Building the Bank for Business.’’ Many me a copy of “ Building the Bank for Business.” 
actual photographs illustrate the text. Plans 


of recent buildings are included. Name: 
The third edition, made necessary by the 

number of requests from bankers for this Adteess: 

booklet, is revised with up-to-date data and 

illustrations. The coupon will bring you a 

‘opy, without obligation, by return mail. 














SOON THE 


CHRISTMAS SEASON 


WILL BE AT HAND— 


Mr. Banker, will you be ready to offer a “24 Hour Deposit 
Service” to those business houses in your locality who collect 
large sums after your 

banking hours? 


Do not procrastinate—in- 
stall a “Yeo Rotary” now 
—the original burglar 
proof after hour deposit 
service. 


cd 


Allow us to confer 
with you on 
this important service 
program 


Rd 


Our sales engineers 
have solved 
over 550 installation 
problems 


Sd 


Write for full details 


cod 


BE A LEADER IN 
SERVICE — ee ais 
NOT A FOLLOWER es Pi ee ieee i 
Depositor Unlocking Rotary at Lehigh Valley National 
Bank, Bethlehem, Pa. 
Manufactured and Installed by 


THE BANK VAULT INSPECTION CO. 


SAMUEL P. YEO, President 
Offices No. 5 South 18th St., Philadelphia P. O. Box No. 2224, Middle City 
Sales Engineers in All Principal Cities 


YEO ROTARIES 





EFFECTIVE WINDOW DISPLAYS OF A 
NEW JERSEY BANK 


By Frep MERISH 


The methods used by one banking institution to create effective window displays 
are described in the following article. 


UR show windows are our rep- 
() resentatives in meeting the 
public,” says Justus G. Botbyl, 
assistant treasurer of the Paterson 
Savings Institution, Paterson, N. J., 
“therefore, we always dress them up in 
the most presentable manner possible. 
They are our ambassadors of good-will.” 
And a glance at the eight show 
windows of this bank bears out this 
statement made by Mr. Botbyl. They 
are surplus-building show windows, 
which interested spectators can be seen 
studying every day. 

Many other banking institutions have 
similar show windows near the street 
level but their executives do not always 
make as efficient utilization of this ad- 
vertising space as the managers of the 
Paterson Savings Institution. Yet, from 
a retailing standpoint, window displays 
are responsible for 33 1/3 per cent. of 
a store’s sales of merchandise. This in- 


dicates the power behind the window 
pane, which every bank can also harness 
to increase deposits and club accounts. 

Statistics recently compiled by the 
California Retailers’ Association show 
that 178 people out of each thousand 
of a town’s population pass a show win- 
dow near the main street every twelve 
hours and that 65 per cent. of these 
people watch show windows, which 
means that a bank located near the main 
business section in a town of 50,000 can 
figure on 8900 people passing its show 
windows every day and 5785 individ- 
uals stopping to stare at something un- 
usual in them. What possibilities this 
advertising medium offers the banker! 


HOW PATERSON BANK GETS RESULTS 


The Paterson Savings Institution finds 
results from window displays extremely 


gratifying because the management 
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spends time and money procuring the 
“copy” and changes displays every week. 
Nothing is allowed to grow stale. How- 
ever, much that goes into the show win- 
dows of this bank does not pertain to 
banking at all. It is good-will copy. 
The displays are all built according to 
the “Six Standard Tests for Effective 
Window Decoration’—a set of rules by 
which professional window decorators 
always measure the effectiveness of their 
trims. They are: 

1. News value of local or national 
interest. 

2. Timeliness. 

3. Psychological appeal. 

4. Human interest appeal. 

5. Motion. 

6. Lighting effect. 

All business-building window displays 
should contain at least three of these 
characteristics, according to experts, and 
their attention-attracting value as well as 
their sales-pulling power depends on the 
degree with which they are endowed 
with them. 

It was back in the war days that the 
Paterson Savings Institution first started 
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utilizing its window display space. 
James A. Sweeney was placed in charge 
of window publicity and was so success- 
ful that he has been in charge ever 
since. 

An individual recently offered Mr. 
Sweeney $5000 a year for the use of 
the bank’s windows. The offer was, of 
course, refused but, incidentally, it was 
learned that this person had arranged 
to re-sell this window space for $10,000. 
This is certain proof that window space 
is valuable and that a bank that possesses 
good show windows should use them. 


TYPOGRAPHICAL DISPLAY AND CONTEST 


Probably one of the most effective 
trims run by this bank was a typographi- 
cal display shown in collaboration with 
Typographical Union 195. Photographs 
of the various departments of a modern 
newspaper, together with complete type 
forms, mats, plates and other parapher- 
nalia, were used in the layout of the 
newspaper display and with the aid of 
descriptive cards were so arranged that 
the layman could easily follow the 
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An exhibit of Norwegian spruce trees, 2500 of which were given away by the 
Paterson Savings Institution with Christmas Club accounts last year. 
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A save-to-travel window attractively decorated ‘with posters, 


travel books and 


pictures, to tie up with a national save-to-travel movement. 


various processes of newspaper making, 
step by step, from the source of news 
to the finished newspaper. Some speci- 
mens of the printer’s art in this window 
dated back 200 years, forming a sharp 
contrast between the crude methods of 
long ago and modern printing processes. 

A contest was also run by the bank 
in connection with this display. All 
printing apprentices from the local 


papers were eligible to compete in lay- 
ing out an advertisement written by Mr. 


Sweeney. The contest created consider- 
able comment because of its novelty. The 
copy, of course, pertained to the Pater- 
son Savings Institution. 

This display, which required six of 
the windows, was illuminated at night 
and, in this connection, the writer 
might mention that illuminated displays 
are often more effective than daytime 
exhibitions because people are usually 
free from business worries after sun- 
down. With night windows, however, 
it is better to use the indirect method of 
lighting as there is less glare than from 
the direct. 

It is not advisable to bathe exhibits 
in flashy colors. This may be effective 
but it is hard on the eyes. Amber in- 
candescents or some other soft colored 
lights should be used. However, to pro- 
cure emphasis, a vivid colored spotlight 
can be thrown on the featured unit in 
the show window. In the winter time, 
warm “spots,” such as orange, red and 
yellow, should be used but in the sum- 
mer, cool-colored spotlights, namely blue, 
green and purple, are better. The psy- 


chology in this method of illumination is 
cbvious. 

Another display featured by this bank 
was an excellent piece of wood carving 
representing St. Peter’s in Rome, which 
a resident had completed after years of 
labor. The Paterson Savings Institution , 
is continually on the look-out for the 
handiwork of the local genius, watching 
the papers for leads concerning his work 
and in this way creating human interest 
among residents of the vicinity by play- 
ing up this local color. But, according 
to Mr. Sweeney, “we really get more 
unsolicited material than we can handle. 
People come in with all sorts of things 
from monster squashes to crazy quilts 
because the bank has acquired a reputa- 
tion for displaying oddities from in town 
and out.” 

Local sporting activities are also dis- 
played. Every week one of the show 
windows contains a number of trophies 
donated for various athletic accomplish- 
ments and such a window is always a 
mecca for sport-lovers. 


APPEAL TO VARIOUS GROUPS 


Basketry and beautiful needlework, 
models of boats and airplanes, and time- 
ly displays dealing with agriculture are 
chosen to appeal to different groups. 

For instance, a window recently ex- 
hibited seventeen-year-old locusts, both 
male-and female, which a resident had 
saved since these pests last visited the 
vicinity. A placard stated that, prior to 
that time, these visitors had plagued the 
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farmers around Paterson in the year 
1894 and that they were due to return 
this year—1928. Seventeen years is a 
long, long time and many farmers and 
city dwellers forgot that these locusts 
were coming back this year but the 
Paterson Savings Institution remembered 
it and the show window always had an 
interested audience. 

When the Japanese beetle first rav- 
aged New Jersey crops, this bank showed 
specimens and told a short history of 
the havoc played by the pest. This was 
of great interest and value to farmers, 
many of whom had not as yet en- 
countered the beetle. 

At another time, a show window held 
an educational campaign concerning the 
hawk. Over a dozen of these feathered 
specimens were shown, with explanation 
that only a few species of this bird were 
harmful to fowl and the rest of them 
‘were the farmers’ friends as they killed 
destructive insects and rodents. 

Realizing that people always look at 
displays of current news interest, the 


Paterson Savings Institution capitalizes 
the news value of national, as well as 
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local. events of importance. When 
Lindbergh flew across the Atlantic, his 
photograph and pictures of his plane 
were shown in one of this bank’s win- 
dows. 

There are also windows of the Pater- 
son Savings Institution that pertain to 
banking, such as Christmas and thrift 
clubs, the value of saving periodically, 
the convenience of a checking account, 
the desirability of making wills, the ad- 
vantages of a safe deposit box, but the 
majority of this bank’s displays deal 
with general topics outside of this field. 

Motion is injected into the bank's 
window exhibitions whenever possible. 

The Paterson Savings Institution is 
one of the strongest exponents of show 
window advertising in the metropolitan 
section of New Jersey and the officers 
all agree that this type of copy pays 
dividends. These executives feel that 
if big department stores and thriving 
specialty shops find that effective display 
windows boost sales volume, then the 
same agency can be used to increase a 
bank’s deposits and surplus. 


The typographical union co-operated with the bank in this display which explains 
the making of a newspaper. 
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ASSOCIATION OF BANK WOMEN HOLDS 
ANNUAL MEETING 


OMEN are in the banking 

\X field to stay. This was set 

down in the form of a resolu- 
tion passed by the eighty women bank 
executives who attended the annual 
convention of the Association of Bank 
Women at Philadelphia last month, 
but the resolution was unnecessary—it 
was definitely proven by the delegates 
themselves, all of whom have attained 
positions of importance in their bank- 
ing institutions. 

The demand for women bank ex- 
ecutives is growing, it was brought out 
at the convention, and women have 
been demonstrating their ability in this 
field since the war. Five women bank 
presidents, three vice-presidents, and 
many cashiers and assistants have ex- 
ploded the old theory that women can- 
not be trusted to handle money. 

A second resolution passed by the 
convention was that of asking the 
Labor Bureau of the United States 
Government to compile statistics on 
the subject of the success and failure 
of business women, so that the con- 
stantly increasing number of women 
in business for themselves may be safe- 
guarded through a better knowledge 
of credit requirements, and of the 
causes which make for success or fail- 
ure. 

While not affiliated with the Amer- 
ican Bankers Association, the Associa- 
tion of Bank Women met in Phila- 
delphia on the same dates as the 
former organization so that the women 
might attend the sessions of both as- 
sociations. 

Only one open meeting of the bank 
women was held, when addresses were 
given of interest to each of the three 
groups represented—trust companies, 
national banks and savings banks. 

“Women frequently pass up big op- 
portunities in ‘business because they 


hate to be in debt, and do not take 
advantage of their credit as men do,” 
said Miss Agnes Olsen, assistant 
cashier of the Noel State Bank of Chi- 
cago, in discussing “Credit.” 

“Women should be taught to realize 
that most accumulations of capital 
have come about through the assump- 
tion of obligations which made econ- 
omies and saving compulsory,” she 
added. 

That women bankers are as efficient 
as men and say “no” as readily was 
made plain by the speaker. 


Mina M. BRUERE 
Assistant secretary Central Union 
Trust Company of New York and 
new president of the Association’ of 

Bank Women. 


Quoting from the acceptance speech 
of Herbert Hoover that the people of 
this country are nearer the solution of 
poverty than ever before, Miss Mar- 
garet Bacon asserted that this condition 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short, term obligations have 
been_ purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office * BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


is due in no small way to the savings 
bank. “The savings bank is a bank 
‘of the people and for the people’,” 
said Miss Bacon, who is director of 
thrift and income management for the 
Monroe County Savings Bank, Ro- 
chester, N. Y. Her subject was “Econ- 
omy’s Handmaiden—the Savings Bank.” 

In an address on “Overcoming a 
Woman's Prejudice Against a Cor- 
porate Fiduciary,” Miss Louise K. 
Ward, assistant trust officer of the 
Manufacturers National Bank of Troy, 
N. Y., analyzed the three classes of 
women to whom the modern trust serv- 
ice is of specia: importance. 

“These are, first, the woman of large 
means who lives upon her income; 
second, the woman who is required 
to handle the family budget; third, 
the ever-increasing army of | salaried 
women.” 

Miss Ward said that the resistance 
to trust service which has formerly ex- 
isted in the minds of women has been 
largely broken down by newspaper ad- 
vertising and personal interviews. 

The session was opened by Miss 
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Jean Arnot Reid, president of the 
association and manager women’s de- 
partment of the Bankers Trust Com- 
pany of New York. An address of 
welcome was given by Miss Mina M. 
Bruere, assistant secretary of the Cen- 
tral Union Trust Company of New 
York, who was chairman of the gen- 
eral convention committee. 

In addition to the one open meeting, 
a number of closed meetings and con- 
ferences were held by the women 
bankers. The convention opened with 
an informal tea on Sunday afternoon, 
September 30, and an exhibition of 
booklets, folders and advertising ma- 
terial used by women’s departments of 
financial houses was thrown open to 
the public in the headquarters at the 
Bellevue-Stratford Hotel. 


ANNUAL BANQUET 


The annual banquet was held Tues 
day evening at the Penn Athletic Club, 
with three speakers—Mrs. Henry 
Goddard Leach, chairman of the New 
York League of Women Voters and 





HERE is a man you know who needs the ser- 

vices of your Trust Department but he has been 

too reticent about his affairs to discuss them 
with you. He has property and securities now and 
when he dies he will leave a good sized estate. Another 
person needs a Safe Deposit Box. A third, sound In- 
vestment Advice. The National Service Bureau of 
New York, Inc., at 80 John Street, New York, publishes 
poster pictures for bank windows and lobbies which 
portray graphically the different angles of your banking 
service. These posters help “break the ice” when a 
would-be customer is reticent and reminds him repeat- 
edly when he forgets. A common sense form of adver- 
tising. An inquiry to New York headquarters will 


bring you complete details. 


recently appointed a trustee of Bryn 
Mawr College; Mrs. William Laimbeer, 
former president of the association; 
and Ida A. R. Wylie, well known 
writer. Mrs. Leach spoke on “Our 
Educational Background”; Mrs. Laim- 
beer on “The Association in Retro- 
spect”; and Miss Wylie on “I’m Glad 
I Lost My Money.” 

At the luncheon conference on Wed- 
nesday, Mrs. Edward Dexter Knight, 
director of the women’s banking de- 
partment, San Francisco branch, of the 
Bank of Italy, presented a resolution 
calling for a survey of legislation which 
“hampers a woman worker” by cutting 
down her daily working program to a 
limited number of hours. The resolu- 
tion, which was passed unanimously, 
followed much unfavorable discussion 
of a “legislative time limit for women 
workers. 

At the same meeting, Miss Mina M. 
Bruere was elected president of the as- 
sociation to succeed Miss Reid. The 
new president, as chairman of the gen- 
eral convention committee, was one 
of the moving spirits of the meeting. 


She was also a principal speaker at 
the “financial clinic” held by the 
women. Miss Bruere has had four- 
teen years of experience in the banking 
field, seven of them in Wall Street as 
assistant to the president of one of 
the world’s largest financial institu- 
tions. Her business experience was 
supplemented by specialized university 
and institute training. The new head 
of the association is now assistant 
secretary of the Central Union Trust 
Company of New York. 

The other officers elected were: Na- 
tional vice-president, Miss Agnes M. 
Kenny, manager of the women’s de- 
partment, First Wisconsin National 
Bank, Milwaukee; treasurer, Miss 
Louella H. Ensworth, manager of the 
women’s department, Northern Trust 
Company, Chicago; recording secretary, 
Miss Katherine P. Howard, director of 
the service department, Empire City 
Savings Bank, New York; correspond- 
ing secretary, Miss Cecelia H. Lawson, 
director of the service department, 
Manhattan Savings Institution, New 
York. 
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No “Seasonal” Sale 


—but fine furs priced 
at all times too low to 
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E SUGGEST that you compare any 
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prices based on summer labor) include 
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INVESTMENT BANKERS ASSOCIATION 
CONVENTION 


ANKERS from all over the 
B United States and Canada gath- 
ered in Atlantic City last month 
for the annual convention of the In- 
vestment Bankers Association of Amer- 
ica. The preliminary meetings were 
held on Sunday, October 14, and the 
convention carried through until Fri- 
day, when it was ended abruptly and 
tragically by the death of one of the 
delegates and the injury of five others 
in an airplane accident. 
W. Octave Chanute, a member of 
the board of governors of the associa- 
tion, of the firm of Bosworth, Chanute 


RoLurn A. WILBUR 
Vice-president of the Herrick Com- 
pany, Cleveland, and new president 
of the Investment Bankers Associa- 

tion of America. 


e Loughridge of Denver, was fatally 
injured when the sight-seeing plane 
crashed. With him in the plane were 


Thomas M. Dysart, of Knight, Dysart 
& Gamble, of St. Louis; Pliny Jewell, 
of Coffin & Burr, Inc., Boston; Alden 
H. Little, executive vice-president of 
the association, Chicago; Henry L. 


HENRY R. Hayes 


Retiring president Investment Bankers 
Association; of Stone & Webster and 
Blodget, Inc., New York. 


Duer, of W. W. Lanahan & Co., 
Baltimore; and Ralph Somers of Ab- 
secon, N. J., all of whom were in- 
jured. 

The accident occurred late Thurs- 
day afternoon and the convention met 
briefly Friday morning, p?ssed resolu- 
tions concerning the death of its mem- 
ber, and adjourned at once, canceling 
all other business and entertainment 
features. A cruise down the coast in 
a specially chartered steamship, which 
was to follow the convention, was also 
canceled. 
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NEWARK 


BOSTON 
PROVIDENCE 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 
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We issue confirmed Circular and Commercial Letters of Credit 

in £on BARING BROTHERS & CO., Litd., LONDON, and their 

correspondents throughout the world; also Letters of Credit 
in $ on 


THE KIDDER PEABODY ACCEPTANGE CORPORATION 


BOSTON or NEW YORK 


CONVENTION PROGRAM 


The convention program consisted 
chiefly of committee reports on the 
work done by the committee groups 


during the last year. In addition to 
these, there was the address of the 
president, Henry R. Hayes, vice- 
president of Stone & Webster and 
Blodget, Inc., New York (published in 
full elsewhere in this issue); and the 
election of officers for the coming 
year. 

Much of the value of the conven- 
tion, in the minds of the bankers who 
attend it each year, is in the friend- 
ships made and the interchange of 
ideas with other bankers in informal 
talks. 


TAXATION 


The subject of taxation was one of 
the most widely discussed topics of the 
entire convention. The president made 
it an important part of his address. 
The result of this discussion was the 
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appointment of a new committee to 
deal with the subject of state and local 
taxes (in addition to the one already 
existing which is to concern itself only 
with Federal taxes); and the adoption 
of a resolution in which the associa’ 
tion declared itself “opposed to legis 
lation which discriminates between re- 
sponsible and reputable dealers in in- 
vestment securities solely on the basis 
of their residence within or without 
the state enacting such legislation, ex’ 
tending to resident dealers privileges 
and opportunities for transacting busi 
ness that are denied to non-resident 
dealers.” 
“We feel,” the resolution continues, 
“that special provisions of this kind 
are an umnecessary and un 
fair discrimination against non-resident 
dealers. The mere fact of residence 
in another state is not a proper or fair 
basis for any presumption of fraudu’ 
lent intentions on the part of the non: 
resident dealer, and on the other hand 
the chief result of such discriminations 
is to create a condition of unfair com 
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_and valuable knowl- 
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tion of facts concerning any name in this district. 


THE NORTHERN 
TRUST COMPANY 


Chicago 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


petition by one class of dealers against 
another class of dealers. All classifica- 
tions made by such legislation should 
properly be based on reasons that 
have a just, fair, and reasonable re- 
lation to the true purposes of such 
legislation. 

“Such discriminations are also ob- 
jectionable for the reason that they act 
as a barrier to the proper distribution 
of sound securities. 

“We deplore the tendency toward 
such discriminations manifested in cer- 
tain recent legislation, notably that en- 
acted during the early part of the 
present year by the State of Virginia, 
and all members of this association re- 
siding in any state where such legisla- 
tion has been enacted or may here- 
after be proposed, as well as members 
doing business therein, are urged to 
use their influence to obtain the repeal 
of such objectionable provisions 
and to prevent the enactment of any 
such proposed measures.” 


UNITED STATES AS A WORLD BANKER 


There has been a material change in 
the purposes for which the United 
States is lending money abroad since 
this country began its career as a world 
banker, according to the report of 
Joseph R. Swan, president of the 
Guaranty Company of New York, and 
chairman of the association’s foreign 
securities committee. Reconstruction fi- 
nancing has practically been completed 
and “there has been a marked increase 
in borrowing for public works which 
we believe, in general, is of a produc- 
tive character and tends toward the de- 
velopment and opening up of hitherto 
backward countries and undeveloped 
areas.” Up to the present time, a 
large part of the American capital in- 
vested abroad has been in the form of 
loans, but there is a growing tendency, 
Mr. Swan reported, to seek ownership 
interests in privately owned enter- 
prises. “In other words, as we are 
becoming more experienced in foreign 
investment, we are seeking to share in 
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departments 
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National nal Bank of Commerce 
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the growth and development of other 
countries as we did in the growth and 
development of our own. . 

Mr. Swan touched upon the progress 
made by Europe during the last year— 
the return of Norway to the gold 
standard, and the stabilization of 
French currency without either a loan 
or the establishment of a credit in this 
market. He urged that members of 
the association take a lenient position 
toward the debt situation. 


INSTITUTE OF INTERNATIONAL FINANCE 


The principal activity of the foreign 
securities committee is the supervision 
of the Institute of International Fi- 
nance. A subcommittee, headed by 
Allan M. Pope, president of the First 
National Corporation of Boston, was 
appointed this year to immediately su- 
pervise the Institute. 

As shown by its name, the purpose 
of the Institute is to collect and dis- 
tribute unbiased information on the 
credit positions of foreign countries, 
thus cutting down greatly the amount 
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of research work which would other- 
wise have to be done individually by 
each investment company. 

In carrying out its aim, the In 
stitute publishes bulletins on foreign 
countries, maintains close contact with 
foreign associations of bond-holders 
and, of course, replies to inquiries by 
telephone and letter. 

During the last year the Institute 
has increased the number of bulletins 
published, and has adopted the policy 
of planning for their publication sev 
eral months ahead so that, before a 
bulletin is published, it is submitted 
for comment and suggestions to the 
committee and to financial houses that 
have been identified with the financing 
of the country described. It has in- 
creased its number of subscribers by 
practically 100 per cent. and the In 
stitute committee has now recommended 
that the activities be increased to in’ 
clude the maintenance of a record of 
defaults of foreign countries, informa: 
tion which “is not known to be tabu 
lated with any degree of completeness 
in any one place in this country.” 
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LEGISLATION ON FRAUD NOT NEEDED 


No additional legislation is needed 
for protection against fraud and mis- 
representation in the distribution of 
securities, if the present laws are en- 
forced, said Hugh W. Grove, of the 
First Wisconsin Company, Milwaukee, 
chairman of the legislation committee, 
in his report. 

“Practically every state in the Union 
has some form of law designed to pro- 
tect its citizens from fraud and mis- 
representation in the distribution of se- 
curities,” he said. ‘These laws do not 
or have not reached the unscrupulous 
vendor who makes his offerings from 
without the state through the use of 
the United States mail. This problem 
has been given serious study by this 
association for a number of years. It 
is dificult to conceive of a law to be 
drafted which would be broader in its 
scope or more summary in action than 
the so-called Postal Fraud Laws and 
Stop Order Law. These two statutes, 
if vigorously enforced, would effectu- 
ally curb the interstate traffic in fraud- 


ulent and worthless securities. This 
committee firmly believes that all that 
is necessary is to expand the work of 
the Post Office Department. This will 
necessitate an increase in the appropria- 
tion for that department to enable it 
to increase the number of inspectors 
and to expand the solicitors’ force by 
the appointment of additional attorneys, 
to the end that the national Govern- 
ment can safeguard the mails and pre- 
vent them from being used as the 
means of defrauding the public. . . .” 


INVESTMENT TRUST LEGISLATION 


The timely report of the securities 
division of the legislation committee on 
the subject of investment trust legisla- 
tion was one of the most interesting 
of the entire convention. 

Numerous suggestions have been 
mada for legislation specifically relating 
to investment trusts, said the report, 
and in some cases the demand has been 
for a separate statute applicable alone 
to investment trusts. The character of 
some of these suggestions is such that 
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if crystallized into law they would 
have the effect of precluding the recog- 
nition of investment trusts in any form 
or under any circumstances. . . . 
“One element of considerable value 
growing out of the study of possible 
legislation incident to an investment 
trust is the final and almost unanimous 
conclusion that to formulate a legalistic 
definition of ‘investment trusts’ as now 
used in this country with the several 
forms and applications, such as to be 
both sufhiciently inclusive and exclusive, 
is quite impossible. This alone 
raises a very substantial barrier to the 
probability of ever formulating sound 
and satisfactory legislation in the form 
of a statute relating to ‘investment 
trusts’ alone.” 


THE ROCHESTER EXPERIMENT 


An interesting experiment is being 
carried on by the education committee 
of the association in co-operation with 
the Investors Protective Bureau of the 
Rochester (New York) Chamber of 
Commerce and the United States 
Chamber of Commerce. Its _ pur- 
pose is to establish practical methods 
of protecting the community buying 
power by building it up through edu- 
cational activities in relation to sound 
investing and the common sense han- 
dling of money. The experiment in- 
cludes: (1) an introductory meeting 
of 400 business men of the city with 
an address by Silas H. Strawn, retiring 
president of the American Bar Asso- 
ciation; (2) a series of authoritative 
articles on investing and kindred sub- 
iects which are being published in the 
leading daily papers of the city; (3) 
four basic booklets to be distributed 
by the bureau; (4) a popular course 
on investing. 

This last mentioned is being given 
first to school teachers and, if it proves 
successful, subsequent courses will be 
given. 

If the Rochester experiment proves 
successful, it is proposed to distribute 
to other cities the articles used in that 
campaign through the Chambers of 
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Commerce and Better Business Bureaus. 

The education committee is also co- 
operating with the American Bankers 
Association, at the request of the latter, 
in distributing to members of the 
A. B. A. an educational service on the 
investment account of banks. The serv- 
ice, which is expected to be put into 
practical operation in the near future, 
“will not presume to offer a substitute 
for the first essential in the handling of 
secondary reserves or bank investment 
accounts’—that is, “the professional 
service that provides able analysis and 
the proper selection of specific se- 
curities.” 

The third project being undertaken 
by the education committee is a “job 
analysis” of the bond business, which 
has been prepared at the request of a 
number of large universities and which 
will be used for the life guidance of 
college students. 

In addition to these three under- 
takings, said J. H. Daggett, of Marshall 
& Ilsley Bank, Milwaukee, chairman 
of the committee, in his report, the edu- 
cation committee “from time to time 
is called upon by member houses and 
by universities in member cities to sug- 
gest practical courses or to co-operate 
in the giving of such courses for the 
benefit, of salesmen in member houses.” 

During the last year the committee 
has also assisted in the publication of 
two ‘books—‘Advertising Investment 
Securities” and “International Finance 
Source Book,” both edited by the edu- 
cational director and the latter pub- 
lished by the association. 


PUBLIC UTILITIES 


The report of the public utilities 
committee, presented by John P. Baer, 
of John P. Baer & Company of Balti- 
more, chairman, dealt to a large extent 
with the propaganda being carried on 
in regard to Government ownership of 


public utilities. “Your committee takes 
the stand,” the report said, “that the 
industry has nothing to fear from a 
non-political, fact-finding investigation 
and approves all educational work 
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whether by way of news articles or by 
way of. paid advertisements, or by any 
other fair means, provided the subject 
matter is presented truthfully and 
fearlessly. Your committee be- 
lieves that the utility corporations as a 
whole are honestly managed, and have 
been and are one of the forces of 
primary industry which has made 
America great, and we feel that if the 
effort to federalize or nationalize pub- 
lic utilities is successful, then a great 
calamity will have fallen upon the 
country.” 


NEW OFFICERS 


At the close of the convention the 
following officers were elected for the 
coming year: President, Rollin A. Wil- 
bur, the Herrick Company, Cleveland; 
executive vice-president, Alden H. 
Little, Chicago; vice-presidents, Frank 
M. Gordon, First Trust and Savings 
Bank, Chicago; Jerome J. Hanauer, 
Kuhn, Loeb & Co., New York City; 
Joseph L. Seybold, ‘Wells-Dickey Co., 
Minneapolis; Joseph R. Swan, the 
Guaranty Company, New York City; 
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Carroll J. Waddell, Drexel & Co., 
Philadelphia; treasurer, . Robert A. 
Gardner, Mitchell, Hutchins & Co. 
Chicago; secretary, Clayton G. Schray, 
Chicago. 

The new members of the board of 
governors include: Albert E. Schwab- 
acher, Schwabacher & Co., San Fran- 
cisco; George W. Robertson, Canal 
Bank and Trust Company, New Or- 
leans; Stanley L. Yonce, Northern 
Trust Company, Duluth; Edward N. 
Jesup, Lee, Higginson & Company, 
New York City; Kelton E. White, G. 
H. Walker & Co., St. Louis; Herbert 
F. Boynton, F. S. Moseley & Co., Bos- 
ton; J. A. W. Iglehart, J. A. W. Igle- 
hart & o., Baltimore; Thomas W. 
Banks, Banks, Huntley & Company, 
Los Angeles; James A. Eccles, -Harris, 
Forbes & Company, Ltd., Montreal; 
Gustave M. Mosler, Brighton Bank & 
Trust Company, Cincinnati; Gerald 
Parker, Commerce Trust Company, 
Kansas City; Dietrich Schmitz, Pacific 
National Company, Seattle; and Can- 
ton O'Donnell, United States National 
Company, Denver 


ANNUAL ADDRESS OF THE PRESIDENT OF 
INVESTMENT BANKERS ASSOCIATION 


By Henry R. Hayes 


The following address was given at the recent convention of the Investment Bankers 


Association of America, held at Atlantic City. 


Mr. Hayes is vice-president of Stone 


& Webster and Blodget, Inc., New York City. 


OMPANIES doing an_invest- 

ment business, erroneously called 

“investment trusts,” present in- 
tricate problems. A_ segregation of 
these problems clearly discloses that 
many of them have to do with ability 
and honesty of management. We all 
know well that business probity can- 
not be obtained by legislative fiat. 

For the association, the board of 
governors, January 21, 1928, enunci- 
ated a principle: 

“Resolved that the board of gov- 
ernors of the Investment Bankers As- 


sociation of America, while approving 
in principle any sound effort to pro 
tect the investor from the sale of in- 
vestment trust securities of a doubtful 
nature, has not been able to convince 
itself that there is a legislative panacea 
that will assure sound management es 
sential to the success of any investment 
trust. 

“That, therefore, it is the sense of 
the board of governors that any legisla’ 
tion of the blue sky type would prove 
of questionable efficiency and _ that 
fraud acts with broad powers of in 
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vestigation are probably the best means 
of accomplishing this protection, if 
properly administered.” 

There are the so-called “fixed in- 
vestment” companies, the holdings or 
portfolios of which do not change. 
There are the investment companies 
which own selected lists of securities, 
which are changed only occasionally. 
Then, again, there are many the in- 
vestments of which change frequently 
with the market and therefore trade 
actively. In the latter, like the mar- 
kets, policies of investment may change 
rapidly. We can readily see, especially 
in the latter companies, one must be 
informed periodically and in reasonable 
detail to be able to judge adequately 
of at least the ability and character of 
management. 

Precisely what information should be 
disclosed is an important problem. It 
is that problem especially with which 
your committee has struggled this year. 
Very probably, progress will be re- 
ported at this convention; if so, it will 
lead to the further much needed protec- 
tion of investors. 

Obviously the one thing above all is 
to permit honestly managed companies 
to exist in such a way as not to re- 
strict their investment policies. So like- 
wise in the public interest is it advis- 
able to bring to light the companies 
promoted for selfish aggrandisement : at 
the sacrifice of the real interest of in- 
vestors. 


TAXATION 


It is not necessary to point out in 
detail the extent to which state gov- 
ernments and their political subdivi- 
sions have failed to follow the policy 
and practices of the Federal Govern- 
ment in the reduction of taxes. State 
and other local taxes have increased to 
an alarming extent beyond the dictates 
of wise expenditure for increased serv- 
ices. That condition is bound to have 
an insidious and adverse effect on local 
prosperity—a matter of vital concern 
to investment bankers. One of our 
chief interests is a maintenance of 
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prosperity. With lack of prosperity 
we are in want of business and our 
service of manufacturing, as it were, 
sound securities and merchandising 
them is greatly curtailed. Taxes sap 
up savings. We are concerned in the 
conservation of savings. Furthermore, 
state and local taxes are so varied, un- 
equal and burdensome to legitimate 
large and small businesses that they in 
effect establish tariff barriers in inter- 
state business. This I had occasion in 
more detail to point out publicly this 
year in an address before the Finance 
Section of the Chamber of Commerce 
of the United States. 

Members of our association in their 
local districts can perform constructive 
service in the study and correction of 
state and local tax evils. That service 
is one which we should assume. Our 
training fits us to furnish expert work. 
To the end that we can more definitely 
organize for such work your board of 
governors recommends that a new com- 
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mittee be provided to deal with the 
subject of state and local taxes. 

That will leave the present taxation 
committee charged with the subject 
only of Federal taxes. This committee 
has, I believe, been very helpful in this 
general subject of Federal taxation. 

I want to point out that it has been 
beyond the power of that committee 
and its predecessors to obtain any re- 
duction in and much less an elimina- 
tion of the tax on capital gains and 
losses. It has frequently been pointed 
out that such a tax is unscientific and 
economically unsound. It has been 
stated to me by authorities on income 
taxes and by business organizations that 
our method of collection of taxes pre- 
vents defining by law a statute which 
could do away with that tax. That 
may be so but I believe that this as- 
sociation should satisfy itself on that 
point. In two years, presumably, we 
shall be considering a new national in- 
come tax law. I therefore recommend 
that the incoming committee on Fed- 


detailed 


eral taxation undertake a 
study of this subject. 


PUBLIC UTILITIES 


Early in this administrative year | 
had occasion to state to the Committee 
on Interstate Commerce of the United 
States Senate the views of this associa- 
tion, with special reference to the reso- 
lution introduced by Senator Walsh of 
Montana for an investigation of public 
utility business. Primarily we were 
solicitous of having a clear fact-finding 
investigation of the industry as a whole 
and not one confined to a few specific 
phases of the business. The Senate, as 
you know, authorized that such an in- 
vestigation be conducted by the Fed- 
eral Trade Commission. 

We believe in the fundamental 
soundness of the theory of state regula- 
tion which has been such an important 
factor in its development and rapid 
growth. In many ways there is an at- 
tack directed against that form of regu- 
lation. The association has repeatedly 
urged broad and more uniform state 
regulatory laws, liberally supported by 
legislatures. If there has been in- 
effectiveness in state regulation, it is 
due primarily to the inadequate powers 
vested in the commissioners and the in- 
adequate appropriations voted by the 
legislatures. The commissioners on 
uniform state laws this summer ap’ 
proved of a uniform state public utility 
commission law. That was carefully 
studied for several years by this as 
sociation and in its present form meets 
with its approval. Let us actively urge 
its adoption. 

It is trite to point out to you that 
the industry has never enjoyed better 
credit and that state regulation has 
been an important factor in bringing 
the public utilities to this happy condi 
tion. We are ready, therefore, to op 
pose all efforts to break down state’ 
wide regulation of the business and de’ 
fend all sound financial operations for 
which we have been responsible. All 
this we shall do with no decrease in 
the exercise of our independence of 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


judgment. In the past we have not 
hesitated as an organization to differ 
with management, public authorities 
and others. There is no reason to 
change that policy. 


FOREIGN SECURITIES 


Throughout the administrative year 
foreign investments have continued to 
expand rapidly. In fact, for the first 
half of this year the volume of our 
foreign investments reached a _ high 
mark for all time in the amount of 
$839,300,000 of public offerings as con- 
trasted with $716,600,000 for the same 
period of 1927 and $512,467,850 for 
the similar period of 1926. The United 
States still continues to be the largest 
single lender in the international money 
market. However, other nations have 
been making rapid strides. The Lon- 
don money market has regained much 
of its pre-war importance and even 
France, since its rapid economic and 
financial recovery, is today an impor- 
tant lender, particularly of short-term 
funds. While this recovery of other 
money markets tends to increase com- 
petition for us, it will have a bene- 
ficial effect in that it will lead to a 
more truly international distribution of 
foreign securities. 

Another noteworthy change in for- 
eign investments has been the increase 
in corporate loans as against govern- 
ment loans. Whereas the volume of 
government issues in 1927 amounted 
to $917,000,000 as against $676,000,000 
of corporate issues, for the first half 
of 1928 the government issues 


New York City 


amounted to $429,000,000 and cor- 
porate issues almost equalled it with 
$413,000,000. It would therefore seem 
that with the stabilization of currencies 
and the balancing of budgets, govern- 
ment financing will decline and cor- 
porate financing will increase. It will, 
therefore, be necessary for American 
bankers to widen their knowledge of 
foreign corporate finance to meet these 
new conditions. There is every as- 
surance that they will meet this neces- 
sity of adequate corporate credit study 
just the same as they have faced the 
task of analyzing public credit in the 
past. 


FEDERAL AID 


In the matter of security regulation 
we have come to a time when your 
committee on legislation, the executive 
officers and the board of governors 
definitely see the immediate need of 
more Federal assistance. 

This association, from its inception, 
has given its full and hearty support 
to all sound legislation and other means 
designed to curtail the operations of 
the security “crook” and “fakir” and 
thus reduce the traffic in fraudulent 
and worthless securities. Our members 
have assisted in the organization and 
annual support throughout the country 
of the Better Business Bureaus. Through 
the legislation committee and other 
agencies we have been actively in sup- 
port of sound legislation in our various 
states for the regulation of security 
issues. All this work has been in our 
own interests to conserve savings— 
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capital for sound governmental and 
business enterprise. We have acquired 
an expert knowledge in this business 
of security regulation. We desire to 
progress and improve existing state 
statutes and the application of them to 
our business. There is much to be 
done along these lines that legitimate 
business may not be hampered. 

More than this we find that the 


states in the exercise of their authority 


in regulation are powerless to properly 
protect the public in the interstate 
trafic of fraudulent security schemes. 

Your field secretary had occasion 
last December to present well consid- 
ered views of the association to the 
Federal Trade Commission in connec- 
tion with its investigation of security 
regulation by the states and the need 
for Federal legislation. 

The association then expressed the 
view that no Federal legislation of the 
fraud or so-called “blue sky” type was 
necessary but there was needed more 
complete enforcement of existing 
statutes. 

Pursuant to that belief, in company 
with former presidents George W. 
Hodges and Roy C. Osgood, and our 
committee counsel, Paul V. Keyser, I 
presented to the Postmaster General a 
statement of the existing unsatisfac- 
tory conditions and recommended that 
the budget of the Post Office Depart- 


ment be increased by $500,000 to pro- 
vide funds to finance an increase in 
the force of inspectors and other per- 
sonnel of the department to adequately 
care for existing needs. In my opinion 
this appropriation will not be obtained 
unless there is a better public under- 
standing of the need for it. 

We believe this subject to be of 
public concern and we propose as a 
supplement to our recommendation to 
the Post Office Department to keep the 
public posted of the facts. In this 
way we hope to obtain this appropria- 
tion and obtain action at the next ses- 
sion of Congress. 

The Postmaster General has power 
to issue stop orders forbidding delivery 
of mail or payment of money orders to 
anyone found by him to be using the 
mails for fraudulent schemes, but at 
present criminal prosecutions rather 
than stop fraud orders are sought be- 
cause of lack of time and personnel to 
make required investigations. Conse- 
quently, it is believed that a larger 
staff could under the existing law ex- 
pedite either preventive action through 
obtaining fraud orders or punitive ac- 
tion through criminal prosecution as 
the public interest demands. 

We desire to get quick action to 
the end that if any security sales 
schemes are fraudulent, they may be 
stopped before large public losses have 
occurred. Such a plan is capable of 
much variation and would be improved 
by experience. 

We hold that the expenditure each 
year of $500,000 by the Federal Gov- 
ernment would annually prevent the 
swindling of millions of hard earned 
savings. Since savings largely come 
by dint of hard work and thrift, che 
people of this country are entitled to 
better protection than they are now 
receiving. This is especially so when 
we consider that the annual loss 
through the traffic in fraudulent and 
worthless securities runs well into the 
hundreds of millions of dollars. 
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WHAT BANKS AND BANKERS 
ARE DOING 


Marvin E. HOLDERNESS, vice-president 
of the First National Bank in St. Louis, 
has been appointed a member of the St 
Louis Air Board Commission, which will 


Marvin E. HoLpERNESS 


Vice-president of the First National 
Bank in St. Louis. 


have supervisory powers in the develop- 
ment of the city’s new $2,000,000 air- 
port, authorized by a recent bond issue 
and to be constructed soon. 


WitLtiaM. =B. CoweEN, senior vice- 
president and director of the National 
Bank of Commerce in St. Louis, re- 
cently celebrated his fifty years of ser- 
vice with the “Commerce.” He is said 
to be the only St. Louis banker who has 
served that length of time with one 
banking institution. 

Mr. Cowen began work at the age of 
17 as a helper in the pass-book depart- 
ment and has advanced through the 


various departments of the bank to his 
present position. 


GrorGE B. CorTELyou, Jr., has been 
appointed eastern representative of the 
Central Trust Company of Illinois, 
Chicago. Mr. Cortelyou has opened 
offices in the new Chase National Bank 
building, 20 Pine street, connected by 
direct wire with the bank in Chicago. 

Mr. Cortelyou is a son of George B. 
Cortelyou, former Secretary of the 
Treasury and now president of the Con- 
solidated Gas Company of New York. 


Grorce F. Parton 


Formerly of the Guaranty Trust Com- 

pany of New York, who has been 

named secretary and treasurer of the 

newly organized Plaza Trust Com- 
pany, New York. 


Georce S. Rinc has been appointed a 
vice-president of the Fidelity Trust Com- 
pany of New York and will have charge 
of the new 45th street office of the com- 
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pany to be opened early this month. 
Mr. Ring started business in the firm of 
James A Benedict & Co., dealers in 
commercial paper. The business of this 
firm was later taken over by Bayne, Ring 
& Co., in which Mr. Ring was a part- 
ner. In 1920 he became a partner in 
the banking house of Bond & Goodwin, 


as a vice-president. 


RuFus Knapp has been appointed a 
vice-president of the First Bank and 
Trust Company of Utica, N. Y., and 
will be in charge of the investment ser- 
vice of the bank. Thomas B. Pope, 
assistant secretary, will be associated 
with him in this work. 


W. J. Fow er has resigned as deputy 
commissioner of banks for Massachusetts 
to join the staff of the First National 


W. J. Fow er 


Formerly deputy commissioner 

banks for Massachusetts, who 

joined the staff of the First National 
Bank of Boston. 


Bank of Boston. 

duties October 15. 
Shortly after the war, in which he 

served in the Naval Reserve, Mr. Fowler 


He took up his new 


was appointed an assistant bank ex- 
aminer by the Massachusetts Bank Com- 
missioner. He has since worked his way 
up through director of the division of 
trust companies to deputy commissioner, 
which position he has held for the last 
three years. 


WILLIAM MurPHEY, president of the. 
Citizens and Southern Company, At- 


WILLIAM MurRPHEY 
Newly elected president of the Citi- 
zens and Southern National Bank, 
Savannah, Ga. 


lanta, Ga., has been elected president of 


the Citizens and Southern National 
Bank of Georgia, to succeed Mills B. 
Lane. Mr. Lane has been appointed to 
the newly created office of chairman of 
the board. 

Mr. Murphey’s first connection with 
the Citizens and Southern National 
Bank was in 1911 when he became 
secretary to Mr. Lane. From that time 
his advancement has been rapid. In 
1916 he was appointed assistant to the 
president; in 1917 the bond department 
was started under his supervision and 
in 1918 he was made a vice-president 


and director of the bank. When the 
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Citizens and Southern Company was 
chartered in 1922, to handle the bond 
business of the bank, Mr. Murphey was 
elected president of the new company, 
retaining his position as vice-president 
and director of the bank. As president 
of the bank Mr. Murphey will continue 
as president of the Citizens and South- 
ern Company. 


P. A. FERNANDEZ 


Foreign trade adviser of the Central 
National Bank of Cleveland, who 
sailed recently on a trade extension 
trip for bank customers who trade in 
England, France, Belgium, Germany, 
Italy, Spain and Portugal. 


Cunton F. Berry, vice-president of 
the Union Trust Company of Detroit, 
spoke before two advertising groups in 
Philadelphia recently. On October 16 
Mr. Berry, as one of the vice-presidents 
of the International Advertising Asso- 
ciation, addressed the second district of 


that organization. On October 18 he 
spoke before the financial advertising 
department of the Direct Mail Ad- 
vertising Association on “How a Trust 
Company uses Direct Mail to Obtain 
Business.” Mr. Berry is a former presi- 


dent of the Financial Advertisers Asso- 
Clation. 


GUARANTY TRUST STATEMENT 


THE capital account of the Guaranty 
Trust Company of New York, includ- 
ing surplus and undivided profits, ex- 
ceeded $100,000,000 for the first time 
in the company’s statement as of Sep- 
tember 28. Undivided profits of $10,- 
479,367, representing a gain of $1,- 
247,623 in the last quarter, bring the 
total of the company’s capital, surplus 
and undivided profits to $100,479,367. 
Deposits of $657,643,276 show an in- 
crease of $21,297,798 over the corre- 
sponding statement a year ago. The 
company’s total resources are $838,- 
129,668, as compared with $765,128,- 
460 on September: 30, 1927. 


Uzat H. McCarter 


President of the Fidelity Union Trust 
Company, Newark, N. J., from a re- 
cent portrait by Emile Alexay, a well 
known Newark artist. The portrait 
has been hung in the new offices of 
Morrison C. Colyer, president of the 
Fidelity Union Title and Mortgage 
Company, as a gift of the officers of 
his company to Mr. Colyer. 


ROCHESTER BANKS MERGE 


THE Union Trust Company of 
Rochester, N. Y., became the largest 
bank in that city recently when it ab- 
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sorbed the National Bank of Rochester. 
The consolidated bank has capital of 
$4,000,000, surplus and undivided 
profits of more than $4,250,000, and 
total resources exceeding $75,000,000. 

The Union Trust, of which Frederick 
W. Zoller is president, maintained five 
offices prior to the merger, while the 
National had one main office and two 
branches under construction. 

Mr. Zoller remains as head of the 


enlarged institution, while William T. 


McCaffrey, president of the National, 
becomes a vice-president. 


RECORD RESOURCES IN CHASE 
BANK STATEMENT 


TOTAL resources of the Chase National 
Bank of New York reached a new high 
record for the bank of $1,156,340,254 
as of October 3, according to statement 
of condition of that date. This represents 
a gain of $52,598,193 ‘over the previous 
record of $1,103,742,061 on June 30, 
1928. A year ago on the correspond- 
ing call, which was as of October 10, 
the bank reported total resources of $1,- 
004,088,104. 

The current statement is the first is- 
sued by the bank since the $40,000,000 
of new capital was paid in as of July 
2, of which total $30,000,000 was paid 
into the bank’s capital and surplus and 
$10,000,000 was added to the capital 
funds of the Chase Securities Corpora- 
tion. As a result of this addition the 
bank now has $60,000,000 capital and 
$60,000,000 surplus. Undivided profits 


as of October 3 totaled $18,807,343, 
against $17,472,702 on June 30, 1928 
and $15,811,628 reported on October 
10, 1927. 

Total deposits on October 3 were 
$892,388,858, representing an increase 
of $48,644,192 over the $843,744,666 
reported on June 30. 


LEFCOURT BANK STOCK IS 
OVERSUBSCRIBED 


APPLICATIONS have been received for 
almost six times the 20,000 shares of 
stock which are to be issued by the Lef- 
court Normandie National Bank, of New 
York, the charter for which was re- 
cently granted. The bank will open 
with a capital and surplus of $3,000,000, 
the shares being subscribed for at $170 
each. 

Contracts have been issued for the 
construction of the new banking quar- 
ters in the twenty-six-story Lefcourt 
Normandie building, being erected at 
Broadway and 38th street, and will be 
in the form of a concourse occupying 
the first two floors of the building. 

The organization committee is com- 
posed of A. E. Lefcourt, to whom the 
charter was issued, Franklin Simon, 
John David, George Atwell, L. O. 
Schmidt of the Louis K. Liggett Drug 
Company, and others. 


EMPIRE TRUST STATEMENT 


STATEMENT of the Empire Trust Com- 
pany, New York, as of September 28, 
1928, showed capital of $6,000,000, sur- 
plus and undivided profits of $8,764,988, 
deposits of $78,947,355 and total re- 
sources of $94,138,096. 


EAGLE IS NEW WALL STREET 
ADDITION TO NEW YORK 
SKYLINE 


THE latest addition to New York’s 
downtown skyline is a golden eagle sur: 
mounting a silver ball, atop the new 
building of the Bank of New York and 
Trust Company, being erected at Wall 
and William streets. The bird is eleven 
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feet high, and is perched 513 feet above 
the street level. It faces south, looking 
out over the Battery to the harbor, its 
wings spread as if alighting. 

Work on the building was begun the 
first of the year, and the bank plans 
to move into its new quarters early 
next year. 


NATIONAL NEWARK & ESSEX 
TO INCREASE CAPITAL 


APPROVAL of the Comptroller of the 
Currency has been given to the proposed 
$500,000 increase in capital of the Na- 
tional Newark & Essex Banking Com- 
pany, Newark, N. J. This will bring 
the capital of the bank up to $3,000,000, 
the surplus to $2,000,000 and the un- 
divided profits to $569,028. 

The increase, according to Charles L. 
Farrell, president, will establish a larger 
and more desirable ratio of capital as- 
sets to deposits and will permit invest- 
ment in housing and equipment of 
branches necessary under present con- 
ditions. 


FARM AND CITY MORTGAGE 
LOANS 


DuRING the first nine months of 1928, 
the John Hancock Mutual Life Insur- 
ance Company of Boston, through its 
committee of finance, accepted mortgage 
loans totaling $32,890,350, to yield 5.4 
per cent. interest. Of this amount, $13,- 
034,617 was on 1857 farms yielding 
5.24 per cent.; and $19,855,733 on 1390 
city properties, including 1132 dwelling 
houses and 229 apartment buildings, 
housing 4896 families. The interest 
yield on city properties is 5.73 per cent. 


CALIFORNIA BANK APPOINTS 
NEW OFFICERS 


THE board of directors of California 
Bank, Los Angeles, has appointed T. E. 
Ivey, vice-president of the institution, 
a loaning officer of the bank. Mr. Ivey 
has been both vice-president and cashier 
of the bank for the last several years. 
Arthur T. Brett, junior vice-president, 
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who has been chief assistant to Mr. Ivey, 
has been promoted to cashier. 

The regular quarterly dividend of $1 
a share on California stock, $25 par 


ARTHUR T. BRETT 


Newly elected cashier of California 
Bank, Los Angeles. 


value, and of $1.50 a share on Cali- 
fornia Group Corporation stock, $100 
par value, have also been declared. 


UNION TRUST ESSAY SUBJECT 
IS AVIATION 


THE Union Trust Company of Detroit 
has chosen “Aviation as a iusiness” for 
its sixth annual essay contest, open to 
seniors in Wayne, Oakland and Macomb 
county high schools. Prizes are five 
$1000 scholarships in the college or uni- 
versity of the winner's choice. 

The Union Trust Company scholar- 
ship contest program was instituted in 
1924. The subject of the contest in 
that year was “The Selection of In- 
vestments.” The subjects in succeeding 
years were: In 1925, “Home Owner- 
ship”; 1926, “The Advantages of Life 
Insurance”; 1927, “The Family Budget”; 
and 1928, “Instalment Buying.” Each 
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subject has been chosen in co-operation 
with the principals of the high schools 
in Wayne, Oakland and Macomb coun- 
ties. .Last year, the subject of “Instal- 
ment Buying” aroused so much interest 
that almost twice the 1927 total of es- 
says were submitted. 

High school officials and officers of 
the Union Trust Company feel that the 
fascination and interest that aviation 
holds for the young person of today 
will make the contest this year one of 
the largest that has ever been held. A 
further impetus is given to the high 
school senior who plans to enter the 
contest due to the fact that a group of 
young people who won the 1924 con- 
test have now finished successful college 
careers financed in part by their Union 
Trust Company scholarships. 

The 1929 contest will be launched as 
usual with an annual banquet at the 
Hotel Statler during the first week in 
December, to which the presidents of 
the senior classes, the editors of the high 
school publications, and the English 
teachers, superintendents and principals 
of the high schools in Wayne, Oakland 


and Macomb counties will be invited. 


BANKERS TRUST STATEMENT 


STATEMENT of condition of the Bank- 
ers Trust Company, New York, as of 
September 28, 1928, shows capital of 


$25,000,000, surplus of $50,000,000, un- 
divided profits of $25,541,789, deposits 
of $485,676,545 and total resources of 
$630,932,399. 


AMERICAN EXCHANGE IRVING 
TRUST STATEMENT 


THE American Exchange Irving Trust 
Company of New York, in its statement 
of September 28, 1928, shows capital of 
$40,000,000, -surplus and undivided 
profits of $52,705,882, deposits of $494,- 
203,649 and total resources of $644, 
055,343. 


CHASE VAULT FORMALLY 
OPENED 


FoRMAL opening was held last month of 
the vault of the Chase Safe Deposit 
Company, located in the new building 
of the Chase National Bank of New 
York. 

The vault is on floor B of the build- 
ing and is approached through the 60 
Cedar street entrance to the bank and 
surmounts the main vault of the bank, 
which is two additional stories in depth. 
The entire system of vaults is the largest 
in the country with the exception of 
those of the Federal Reserve banks. The 
safe deposit section has a capacity of 
5000 boxes, ranging in rentals from 
$7.50 a year for the smallest to $2500 
for private vaults large enough to hold 
the securities of firms, estates and trusts. 

Guarding the vault is a massive steel 
door four feet thick, weighing with its 
frame, thirty-eight and one-half tons, 
and yet so delicately balanced that it 
can be moved by the touch of a finger. 
Additional protection is provided by the 
elaborate safety devices which are used 
in the entire vault system. 

Every possible convenience has been 
installed for the benefit of customers. 
Adjoining the vault are a series of con’ 
ference rooms and coupon booths, in- 
suring the strictest privacy for the in 
dividual handling of securities and valu 
able documents. Throughout the entire 
safe deposit section, the striking archi 
tectural features of the bank building 
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Interior of the vault of the Chase Safe Deposit Company in the new Chase National 
Bank building, New York City. 


are carried out, with the decorative 
scheme enhanced by marble and walnut 
paneling. 

The vaults were manufactured and 
installed by the York Safe and Lock Co., 
York, Pa. 


CITIES SERVICE SHOWS RECORD 
EARNINGS 


NET earnings of the Cities Service Com- 
pany for the year ended August 31, 
1928, were the largest for any year in 
the company’s history, amounting to 
$32,315,254, an increase of $2,535,947 
over the net earnings for the year ended 
August 31, 1927. 

Net earnings for August also set a 
new high record for any August, 
amounting to $2,734,710. 

The company’s net earnings for the 
twelve months ended August 31, 1928, 
were equal to more than ten times the 
interest and discount on its debentures. 
Net to stock and reserves amounted to 
$29,220,747, which was 4.30 times pre- 
ferred dividends and an increase of $2,- 
012,867 over the same period a year 
ago, when net to stock and reserves was 
$27,207,880 or 4.04 times preferred 
dividends. 

Net to common stock and _ reserves 
amounted to $22,432,213, which was 
24.91 per cent. on the average amount 
of common stock outstanding or $4.98 
per $20 par value share. This represents 


an increase of $1,945,564, over the same 
period a year ago when net to common 
stock and reserves was $20,486,649. 

Coincident with the publication of its 
earnings statement Cities Service Com- 
pany announced regular monthly divi- 
dends of one-half of 1 per cent. in cash 
and one-half of 1 per cent. in stock on 
the common stock and fifty cents on the 
preferred and preference “BB” stocks 
and five cents on the preference “B” 
stock, all payable November 1 to stock- 
holders of record ‘October 15. 


‘BANKERS TO ORGANIZE 
INSURANCE COMPANY 


PLaNs have been completed for the or- 
ganization of the Consolidated Indem- 


nity and Insurance Company, New 
York, sponsored by the Bank of United 
States and the City Financial Corpora- 
tion, the principal factors in which are 
Bernard K. Marcus, president of the 
bank; C. Stanley Mitchell, chairman; 
and Saul Singer, executive vice-president. 
The new company is to have an author- 
ized capital of $5,000,000 and a sur- 
plus of $15,000,000. 

Although all of the stock in the new 
company is not to be issued at the pres- 
ent time, it was announced that none is 
to be offered to the public. The present 
stock issue has been underwritten by the 
City Financial Corporation, and stock- 
holders of that corporation will receive 
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the right to purchase stock in the new 
company on the basis of one share of 
Consolidated Indemnity and Insurance 
for each two shares of City Financial 
stock held. 

The new corporation will be headed 
by John F. Gilchrist, chairman of the 
State Transit Commission, as president. 
Among the other officers will be Ber- 
nard K. Marcus, chairman Jf the board; 
Saul Singer, chairman of the executive 
committee, and A. S. White, secretary 
and treasurer. 

In addition to the officers mentioned, 
the directorate includes George J. At: 
well, J. C. Brownstone, William Fox, 
Samuel H. Golding, J. L. Hoffman, 
William F. Kenny, William Klein, C. 
Stanley Mitchell, James J. Riordan, I. A. 
Rosenthal, Gerhard Kuehne, Reuben 
Sadowsky and A. E. Lefcourt. The 
company has been licensed to write 
various forms of business, with home 
offices at 475 Fifth avenue. 

Formation of the Consolidated In- 
demnity and Insurance Company marks 
the expanding interest of the Bank of 
United States group. During the pres- 
ent year it absorbed the Central Mer- 
cantile Bank and Trust Company and 
the Cosmopolitan Bank. Last year the 
officials of the bank organized the City 
Financial Corporation. 


MUNICIPAL BANK MERGES 
WITH SEVENTH NATIONAL 


THE boards of directors of the Muni- 
cipal Bank, which recently invaded Wall 
Street after building a wide branch 
banking system in Brooklyn, and the 
Seventh National Bank, both of New 
894 


York, have voted to consolidate, creating 
an institution with aggregate resources 
of more than $75,000,000, and with 
twenty offices in Greater New York. 

After the merger becomes effective, 
the capital, surplus and _ undivided 
profits of the Municipal Bank & Trust 
‘Co., the name of which will be per- 
petuated by the combined institutions, 
will be in excess of $12,000,000 and 
deposits will be more than $60,000,000 

The merger is to be effected through 
an exchange of stock, five shares of the 
stock of the Seventh National Bank be- 
ing exchanged for three shares of stock 
of the Municipal Bank & Trust Co. 
In addition a payment of $25 in cash 
is to be made for each share of stock 
of the Seventh National Bank, the cash 
to be held as a guarantee fund for the 
liquidation of the assets of the Seventh 
National Bank. 

Meetings of stockholders of the re: 
spective banks will be held shortly to 
ratify the terms of the merger. At their 
meeting, stockholders of the Municipal 
Bank and Trust Co. will also be called 
upon to ratify a proposed increase in 
the capital stock of that institution to 
$5,000,000 to take care of the exchange 
of stock. 

Simon H. Kugel will be chairman of 
the board of the combined institution 
and Samuel Barnett will be president. 
Harry H. Revman, president of the 
Seventh National Bank, will become 
executive vice-president of the com 
bined institution and Julius Blauner will 
be a vice-president. The merger plan 
contemplates no change in the person: 
nel of the Seventh National Bank. 

The Municipal Bank & Trust Co. 
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WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 
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Kings County Trust Company 
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was organized as the Municipal Bank 
in September, 1919, with a capital of 
$200,000 and today reports capital and 
surplus in excess of $10,000,000 with 
deposits of more than $45,000,000. The 
Seventh National Bank also was or- 
ganized in 1919, as a state bank, and 
also with a capital of $200,000. Later 
the institution became a national bank 
and latest reports show capital and sur- 
plus of $2,000,000 with deposits in ex- 
cess of $12,000,000. 


BANK OF MANHATTAN TO 
INCREASE CAPITAL 


AT a special meeting held October 23, 
stockholders of the Bank of the Man- 
hattan Company, New York, ratified a 
proposal to increase the bank’s capital 
from $12,500,000 to $15,000.000, for 
the purpose of completing the absorption 
of four recently acquired banks on Long 
Island. The banks are the Flushing 
Bank, the Bayside Bank, the First Bank 
of Whitestone, and the Queens-Bellaire 
Bank. 

Stockholders are to have the right to 
subscribe for the new stock at $450 a 
share, in the ratio of one new share for 
each seven now held. Based on the 
current price of $780 a share, the rights 
are valued at approximately $40 each. 

The bank has also voted to remove 
its stock from the list of the New York 
Stock Exchange. 


DORSEY HEADS KENTUCKY 
BANKERS 


F.C. Dorsey, vice-president of the Lib- 
erty Bank and Trust Company, Louis- 
ville, was elected president of the Ken- 


tucky Bankers Association at the close 
of the association’s thirty-sixth annual 
convention, held in Louisville. Harry G. 


© sranx.sto.ier, inc. 


F. C. Dorsry 


Vice-president of the Liberty Insur- 
ance Bank, Louisville, Ky., and new 
head of the Kentucky Bankers As- 


sociation. 


Smith was re-elected secretary and Fred 
C. Nichols, cashier of the Farmers Bank 
& Trust Co., of Georgetown, was elected 
treasurer. 

More than 900 delegates attended the 
meeting. 


JERSEY CITY MERGER 


PLANS are being made for the merger 
in Jersey City, N J., of the First Na- 
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tional Bank and the Lincoln Trust Com- 
pany, the former an institution with 
resources of $22,357,283 and the latter 
of $9,037,985, both as of June 30. 

All officers and members of the staffs 
of both institutions will be retained. 
It is understood that Kelley Graham, 
now president of First National, will 
continue as president of the enlarged 
bank, and that Edwin M. Farrier, 
president of the Lincoln Trust Com- 
pany, will be next in position. 


CONSOLIDATED BANK OPENS 
IN PHILADELPHIA 


THE Tradesmens National Bank & Trust 
Company, formed by the merger of the 
Tradesmens National Bank, the Guar- 
antee Trust & Safe Deposit Company, 
and the Chelten Trust Company, has 
opened for business in Philadelphia. 
Main offices of the bank are at 320 
Chestnut street, with four other offices 
throughout the city. Howard A. Loeb 


is chairman of the board and Herbert 
W. Goodall, president. 


NEW YORK TITLE AND MORT. 
GAGE PLANS CAPITAL 
INCREASE 


Directors of the New York Title and 
Mortgage Company, New York, have 
approved of the issuance of 50,000 
shares of $100 par capital stock at $300 
to present stockholders at the ratio of 
one to three of the present holdings. 
The current price of the stock is $672 
a share. 

Harry A. Kahler, president, said the 
new capital would be used to expand 
business and to continue a satisfactory 
ratio between capital and guaranteed 
mortgages and contingent liabilities. He 
said the total of guarantees outstanding 
on September 1 was $570,680,000. 

The company was organized twenty- 
seven years ago. Its last capital increase 
was on December 31, 1926, when 30,000 
shares were issued at $300 a share. The 
proposed increase would bring the com- 
pany’s capital funds to more than 
$60,000,000. 


ASSOCIATION OF TRAVEL 
BUREAUS TO MEET IN 
CHICAGO 


THE Association of American Bank 
Travel Bureaus will meet November 
12-13 in conjunction with the Interna: 
tional Travel Show at the Sherman 
Hotel, Chicago. 

Heretofore attendance at the associa’ 
tion meetings has been by invitation 
only, but this year credential cards will 
be issued to the manager of any bureau 
owned and operated by a bank and 
holding the agency for conference lines. 
The cards will enable the non-members 
to attend the International Travel Show 
and all sessions of the association except 
its executive meetings; to view its ex’ 
hibits, prepared primarily for members; 
and to take part in all amusements and 
sight-seeing provided by the committee 
in charge. 

All association members are submit 








ting samples of the forms and records 
employed in routine handling of clients; 
they will furnish photographs of window 
displays and copies of letters and 
pamphlets used in circularizing bank 
depositors and familiarizing them with 
travel bureau services. Another exhibit 
of value will be foreign literature 
obtained from unusual sources, virtu- 
ally an exchange on the part of mem- 
bers. In the exhibit room a number of 
talks by members and representatives of 
travel institutions followed by round 
table discussions will be scheduled for 
every available moment during the two 
days. Physical equipment of bank 
travel bureaus will be demonstrated. 
In fact, the technique of bank travel 
bureau management is to have the fullest 
possible exposition. 

Leading steamship and tourist men 
are to have opportunity to address the 
assembly at the various sessions on the 
subject of perfecting co-operation be- 
tween bank bureaus and steamship and 
tourist agents. Through contacts at this 
meeting, all managers in attendance will 
have a chance to know personally im- 
portant representatives of the lines and 
companies for whom they are agents. 
John Stocks, manager of the foreign 
travel bureau of the First National Bank 
of Chicago, is chairman of the com- 
mittee on arrangements and program. 


PUGSLEY SCHOLARSHIP 
AWARDED 


Dr. STEPHEN CZAKO, under-secretary 
for public welfare to the Ministry of 
State in Hungary, has recently been 
awarded a Pugsley scholarship in inter- 
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national law to Harvard Law Schooi 
for the current academic year. 

This and two other scholarships in 
international law, and a foreign gradu- 
ate scholarship, were founded by Chester 
D. Pugsley, vice-president of the West- 
chester County National Bank, Peeks 
kill, N. Y. 


COMMERCIAL NATIONAL OPEN 
FOR BUSINESS JANUARY 1 


THE Commercial National Bank and 
Trust Company, organized by a group 
made up chiefly of investment bankers, 
has opened temporary quarters at 43 
Exchange Place, and will occupy perma- 
nent offices at 56 Wall street toward the 
end of the year. 

At the present time the bank is mere- 
ly assembling its personnel and organ- 
izing various departments and it is 
expected that it will not receive deposits 
or extend loans until the first of the year. 

After January 1 the bank will occupy 
five floors and the basement of 56 Wall 
street. It will have, in addition to de- 
posit and loan departments, a trust de- 
partment, foreign exchange department 
and securities corporation. At present 
paid in capital is $7,000,000, paid in 
surplus the same amount and unallocated 
paid in surplus $1,000,000. 


CLEARING HOUSE OFFICERS 
FOR COMING YEAR 


OrFicers of the New York Clearing 
House Association for the year ending 
October 1, 1929, according to the annual 
report of the manager, are: President, 
William Woodward, president Han- 
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over National Bank; secretary, G. Edwin 
Gregory, vice-president and comptroller 
National City Bank; manager, Clarence 
E. Bacon; and assistant manager, Edward 


L. Beck. 


MELON FOR BANCITALY 
STOCKHOLDERS 


STOCKHOLDERS of the Bancitaly Corpo- 
ration and the Bank of Italy, San 
Francisco, have been awarded a “melon” 
in the form of a distribution of one share 
of stock of the Bank of America, New 
York, for each forty shares of Bancitaly 
or Bank of Italy stock now held. This 
will mean a distribution worth approxi- 
mately $35,000,000. 

Shortly before announcement of this 
distribution, the stock’s dividend rate 
had been increased to $4 annually. 

The Bank of America was bought 
last February from Ralph Jonas and his 
associates by A. P. Giannini, president 
of the Bancitaly Corporation. With the 
Bank of America were consolidated the 
Bowery & East River National Bank 
and the Commercial Exchange, both 
controlled by Bancitaly. At that time 
the capital of the Bank of America was 
increased from $6,500,000 to $25,000,- 
000, with an authorized issue of 1.000,- 
000 shares of $25 par value. Stock- 
holders who paid $225 a share for their 
Bank of America stock earlier in the 
year will shortly have eight shares for 
every five originally purchased as a 
result of this distribution. 


GUARANTY REMODELING 
BANKING QUARTERS 


THE Guaranty Trust Company of New 
York is making alterations in the build- 
ing at 128 Broadway, recently pur- 
chased from the American Exchange 
Irving Trust Company, and adjoining 


its present banking quarters. Passage- 
ways are being made from one build- 
ing to another and the bank plans to 
take advantage of this increased space 
as soon as possible. What departments 
will be moved has not yet been deter- 
mined. 
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DETROIT BANK OPENS NEW 
BRANCH HOME 


THE First National Bank in Detroit has 
opened a new branch in the Fisher build- 
ing, where the uptown business of the 
bank is to be handled. The new branch 
has facilities for commercial, savings and 
investment banking and is, according to 
Frederic J. Parker, vice-president in 
charge of the branch, “the uptown bank- 
ing headquarters of the First National 
Bank and the First National Company, 
and is equipped to complete any finan: 
cial transaction without reference to the 
main bank. It is intended to serve 
Detroit’s uptown business center just as 
the main bank serves the downtown 
district.” 

The branch is located in the newly 
completed Fisher building. Golden 
brown wood paneling and the absence 
of grilles and cages are features of the 
interior. Marble counters with low 
silver rails divide the work space from 
the public. The safety deposit depart: 
ment is located in the basement. 

An eleven-story garage furnishes the 
same service for customers as that which 
is given at the main office. 


BANK OF MANHATTAN TO 
ENTER BROOKLYN 


PLaNns have been made by the Bank of 
the Manhattan Company, New York, to 
increase its comprehensive branch bank- 
ing system by the absorption of the First 
National Bank of Brooklyn, which has 
operated under a Federal charter since 
1865. 

The merger would give three Brook- 
lyn offices situated at strategic business 
points to the Bank of Manhattan which, 
although it operates extensively in the 
other boroughs, has heretofore had only 
four offices in Brooklyn. 

The First National will bring into the 
combination total resources of approxi 
mately $25,000,000 and deposits of 
$20,000,000. The Bank of Manhattan's 
latest statement, as of September 28, 
showed resources of $365,190,675. 

A meeting of the Brooklyn bank had 
been called to vote on an increase m 
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capital, but this meeting was postponed 
and the stockholders voted instead on 
the merger proposal, based on an ex- 
change of stock. Four shares of the new 
stock of the Bank of Manhattan will be 


given for each five shares of First Na- 


STEPHEN BAKER 


Chairman of the board of the Bank of 
the Manhattan Company, New York. 


tional stock, in addition to a $20 divi- 
dend per share to be paid to stockholders 
of the First National. 

The personnel of the Brooklyn bank 
will remain the same. William S. Irish, 
president, will be an executive vice- 
president of the Bank of the Manhattan 
Company for the Brooklyn territory and 
will be chairman of the advisory board 
for Brooklyn. 


BANK CREDIT MEN MEET 
AT CLEVELAND 


SuBjects of timely interest were dis- 
cussed by well known speakers at the 
annual fall convention of the Robert 
Morris Associates, held October 29-31 
in Cleveland, Ohio. The program in- 
cluded the following addresses: “The 
Evolution of the Vehicle—from Farm 
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Wagon to Automobile,” by Charles E. 
Adams, president Cleveland Hardware 
Company; a discussion of a phase of the 
steel industry by Frank Purnell, assistant 
president, Youngstown Sheet & Tube 
Company; “Some Economic Problems of 
the Metal Working Industry,” by E. L. 
Shaner, editor, Iron Trade Review; 
“Speculation and its Effect upon Busi- 
ness,” by George E Roberts, vice-presi- 
dent, National City Bank of New York; 
“The Federal Reserve System and the 
Money Market,” by Dr. W. Randolph 
Burgess, assistant Federal Reserve agent, 
Federal Reserve Bank of New York; 
“A Story of the Paint and Varnish 
Industry,” by James E. Campbell, man- 
ager of credits and accounting, Sherwin: 
Williams Company. 

There was also a plant inspection of 
the White Motor Company, a session 
with the American Institute of Account- 
ants on features of audit reports, and 
the usual social gatherings. 

The Robert Morris Associates is the 
national organization of bank credit ex- 
ecutives and was organized by a small 
group at a meeting of the National As- 
sociation of Credit Men in 1915. Its 
membership includes most of the large 
banks of the country and many of the 
smaller ones. 

The organization has two main 
objects. The first 1s the improvement 
of bank credit methods and data. The 
organization has done much to bring 
bank credit practice in line with chang: 
ing conditions and new problems and 
to develop a more scientific study of 
credits. This work is carried on by 
the central office with the co-operation 
of members, through papers and discus: 
sions at the two meetings held each year, 
through the monthly bulletin of the 
organization, and through local chapter 
meetings in the various cities. 

The second object is the freer ex- 
change of credit information based on 
the better personal acquaintance of 
members, who meet at the conventions, 
correspond frequently, and develop 
friendships which promote franker inter- 
change of views. ; 

One of the unusual accomplishments of 
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the Associates is its annual publication 
of composite statements of companies in 
various lines of industry. Members 
each year furnish the central office with 
copies of thousands of statements. 
These are grouped by industries and 
composite statements for each industry 
are worked out, showing the relation of 
the different items. New figures are 


collected each year, reflecting changes 
in the industries. These composite state- 


ments enable any bank which is a mem- 
ber of the Associates to compare the 
statements submitted by its borrowers 
with the average of statements of many 
concerns in the same lines of business. 
The Robert Morris Associates main- 
tains a central office at Lansdowne, Pa., 
with the secretary-treasurer, Alexander 
Wall, in charge. Other officers are 
elected from year to year. Those whose 
year has just been completed include: 
President, Arthur H. Barnes, vice- 
president, Mercantile Trust Company, 
St. Louis; first vice-president, A. W. 
Pickford, vice-president, Philadelphia 
National Bank; second vice-president, 
J. J. Geddes, vice-president, Illinois 
Merchants Trust Company, Chicago. 


GARDNER TRUST REMODELS 
BANKING QUARTERS 


FoRMAL opening of the remodeled bank- 
ing quarters of the Gardner Trust Com- 
pany, Gardner, Mass., was held recently. 

The ‘new banking room is sixty feet 
long and forty feet wide, at its widest 
part. Cageless counters topped by a 


low grille of bronze separate the public 
space from the tellers... The commercial 
department is on the left*and the sav- 
ings department on the right, the two 
joining at the rear of the room to a 
steel-barred partition through which 
access is gained to the vault, customers’ 
rooms, directors’ rooms, etc. 

The banking room is finished in 
walnut-stained gumwood, with fawn- 
colored walls and cream ceiling. An 
almost unbroken series of windows on 
both sides of the building provides 
natural light for employes and customers. 


MORE THAN 100 ROTARIES 
INSTALLED THIS YEAR 


THE Bank Vault Inspection Company, 
of Philadelphia, has installed more than 
100 rotary night depositories since the 
first of the year, making a total of more 
than 550 in actual use in the United 
States, in addition to some in Canada. 

The Yeo Rotary, which was the 
pioneer in burglar-proof night de- 
pository construction, is the invention 
of ;Samuel P. Yeo, president of the 
Bank Vault Inspection. Company.’ 

Recent installations of the company 
include the Kensington Trust Com- 
pany, Philadelphia; North End Bank 
Trust Co., Bridgeport, Conn.; Workers’ 
Trust Co., Johnson City, N. Y.; Doyles 
town Trust Co., Doylestown, Pa.; 
Northeastern Title & Trust Co., Phila- 
delphia; Schuylkill Haven Trust Com- 
pany, Schuylkill, Pa.; Safe Deposit 
Bank, Pottsville, Pa.; and Cole Savings 
Bank, Fond du Lac, Wis. 


DETROIT BANKS CONSOLIDATE 


Boarps of directors of the Griswold: 
First State Bank and the Union Com: 
merce Investment Company, Detroit, 
having approved a plan for unification 
of the Griswold-First State, the Union 
Trust Company and the National Bank 
of Commerce. The unification will be 
brought about through an exchange of 
stock on the basis of five shares of Union 
Commerce Investment stock for twelve 
shares of Griswold-First State stock. 
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This arrangement will bring into 
close affiliation the Union Trust Com- 
pany, National Bank of Commerce and 
Griswold-First State bank, with com- 
bined capital accounts of approximately 
$19,000,000 and total resources of more 
than $150,000,000. 

The three institutions will occupy the 
new Union Trust building, which is 
now nearing completion. This build- 
ing will be one of the most beautiful 
and well-designed banking offices in the 
Middle West. Sixteen stories and three 
basements will be occupied by the affili- 
ated companies. 

Other members of the affliated bank- 
ing group are the Union Title & Guar- 
anty Company, which handles the bulk 
of title insurance written in Michigan; 
Union Joint Stock Land bank, Union 
Savings Bank of Brightmoor, Union 
State Bank of Fordson, Bank of Com- 
merce of Fordson, and Union Company 
of Detroit. The Griswold-First State 


Bank will bring into this group the 
Griswold-First State Company also. 


The plan under which the Union 
Trust Company and National Bank of 
Commerce were brought under unified 
stock ownership through the Union 
Commerce Investment Company was 
recommended to stockholders in Janu- 
ary and subsequently approved. Under 
the plan, both companies retained their 
corporate charters and identities. The 
union was brought about through an 
exchange of stock on a share-for-share 
basis. 

The Union Trust Company enjoys a 
leading position among the trust com- 
panies of the United States. 

The National Bank of Commerce, 
since its organization about twenty 
years ago, has been an important factor 
in Detroit’s financial and industrial 
affairs. 

The Griswold-First State Bank is a 
combination of the former Griswold 
National Bank and the First State Bank. 
It operates under the charter of the 
latter, which was issued seventy-five 
years ago this year. It has nineteen 
well-located branches and over 80,000 
depositors. 
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BANKS AID IN RED CROSS 
CAMPAIGN 


THE banks and exchanges of New York 
City are co-operating with the Ameri- 
can Red Cross in its annual Roll Call 
membership appeal, which opens on 
Armistice Day. 

Harry L. Kahler, president of the 
American Trust Company, is heading 
the special banks and exchanges section 
again this year. Included in this section, 
James P. Gardner, vice-president of the 
Hanover National Bank, is serving as 
chairman of the national banks; William 
L. De Bost, president of the Union 
Dime Savings Bank, as chairman for 
the savings banks; Samuel S. Conover, 
president, Fidelity Trust Company, as 
chairman for the trust companies; 
Harold C. Richard, president, State 
Bank and Trust Company, chairman for 
the state banks; and Edward P. Hunger- 
ford, manager, Bank of Montreal, as 
chairman for the foreign banks. 

The New York Stock Exchange will 
be covered under the volunteer Roll 
Call chairmanship of L. F. Rothschild, 
of the L. F. Rothschild Company; the 
Curb Exchange under the chairmanship 
of Cameron Blaikie; and the Cotton 
Exchange under Sterling S. Beardsley. 

Approximately 175 specialized mer- 
cantile, industrial and professional 
groups are similarly formed under the 
Roll Call plan of committee organiza- 
ticn of the entire city. Each group, in 
every field of interest, will be directed 
as in previous years, by a representative 
leader in that field, serving as volunteer 
chairman, many of whom, as in the 
banks and exchanges section, have al- 
ready acted in the same capacity in 
earlier Roll Calls with notably success- 
ful enrollment returns. 

Aid for the ex-service man and his 
family still constitutes a large factor of 
the Red Cross program in New York, 
and Government ‘officials estimate that 
the peak of. this work will not be 
reached before 1932. More than 3345 
disabled veterans, men still in service, 
and dependents received Red Cross 
service during the year, covering legal 
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help, money loans, and medical advice, 
and 674 veterans, crippled or otherwise 
disabled, were placed in employment. 

More than 600,000 surgical dressings 
were made for twenty city hospitals 
under the public health program, which, 
in addition to disaster relief prepared- 
ness, includes nursing service, first aid, 
and work in home hygiene and care of 
the sick. 


ROYAL BANK STATEMENT 


STATEMENT of the Royal Bank of 
Canada, Montreal, as of August 31, 
1928, shows paid up capital of $30,000,- 
000, reserve fund of $30,000,000, un- 
divided profits of $1,809,831, deposits 
of $729,861,422 and total resources of 
$905 ,614,316. 


INTERSTATE TRUST CELE- 
BRATES SECOND AN- 
NIVERSARY 


THE Interstate Trust Company of New 


York celebrated its second anniversary 
last month. The bank was opened on 
October 14, 1926, and, despite the fact 
that it has been operating only two 
years, it reported resources of $58,822,- 


603 in its latest statement, that of 
September 28. This compares with re- 
sources of $32,983,588 reported one 
year ago and $3,900,000 reported on 
the opening day, two years ago. 

Total deposits of the bank also estab- 
lished a new high record, aggregating 
$44,390,235 against $25,124,304, re- 
ported a year ago, and approximately 
$3,200,000 reported on the first busi- 
ness day. Undivided profits now total 
$645,014, surplus $1,500,000, and 
capital $5,175,000, giving the bank com- 
bined capital, surplus and undivided 
profits of $7,320,014. The Interstate 
started with capital and surplus of 
$3,900,000, giving the bank the distinc- 
tion of having opened with larger capital 
and surplus than any other bank now 
operating in the Wall Street district. 

Growth of Interstate Trust Company 
has been rapid since its inception, re- 
sources having increased approximately 
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1400 per cent. and deposits approxi- 
mately 1370 per cent. within two years. 
The bank originally started with its 
main office at 59 Liberty street. It now 
operates seven branches. During the 
two-year period of operation Interstate 
has absorbed three banking institutions. 
George S. Silzer, former governor of 
New Jersey, is president. 


CALIFORNIA BANK FURNISHES 
FOOTBALL TICKETS 


AN unusual service has been in- 
augurated by the United Security Bank 
and Trust Company, of San Francisco, 
in the furnishing of football tickets for 
intercollegiate games in that part of the 
country. This includes all the games 
played by the University of California 
and Stanford University except the 
game between these two _ institutions, 
which is open only to students and 
alumni through subscription. 

The service is carried on through the 
travel bureau of the bank in co-opera- 
tion with the various universities, and 
is also available through the affiliations 
and branches of the United Security 
Bank and Trust Company throughout 
California. 


BOOKLET DESCRIBES CHASE 
ARCHITRAVE 


THE twenty-three coins which are re- 
produced in the architrave of the new 
Chase National Bank building, New 
York, are described in an interesting 
booklet published recently by the Chase 
National Bank. 

After a general description of this 
unusual form of decoration, each coin 
is described in detail, a page being de- 
voted to each of the twenty-three chosen 
pieces. 

At the top of the page are photo 
graphs showing the obverse and reverse 
sides of each coin and a third photo 
graph showing the coin as it has been 
reproduced in the marble of the archi- 
trave. Below is a description of the 
coin pictured, giving its historical sig’ 
nificance. 
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A drawing of the architrave and an 
etching of the building by Peter Marcus 
are reproduced in full page size at the 
front of the booklet. 


S. W. STRAUS TO OPEN 
NEW YORK BANK 


FoLLOWING only a few months after the 
establishment of the Straus National 
Bank and Trust Company in Chicago, 
announcement has been made of the 
organization of the Straus National 
Bank and Trust Company, in New 
York. A charter for the bank’s estab- 
lishment has been granted by the Comp- 
troller of the Currency. 

The bank is being organized by in- 
terests identified with S. W. Straus & 
Co., an investment banking house which 
has specialized in real estate mortgages 
for a generation. It will be located in 
the Straus building, on Fifth avenue. 

The new bank will have $2,000,000 
capital, $500,000 surplus, and $100,000 
as a special reserve for contingencies, 
making a total capitalization of $2,600,- 
000. It will engage in all branches of 
commercial and trust company banking, 
including a thrift department. 

S W. Straus will be president of the 
bank; Nicholas Roberts and Herbert S. 
Martin, vice-presidents; William L. 
Clow, vice-president and cashier; Nicho- 
las Jones, secretary; Harry D. Tudhope, 
trust oficer; and William R. Gillespie, 
comptroller. 

Directors will include S. W. Straus, 
Arthur Brisbane, Edgar Bernhard, Fred 
T. Ley, Edward Love, Albert M. Green- 
field, Nicholas Roberts, Herbert S. Mar- 
tin, Walter S. Klee, Harry D. Tudhope, 
John L. Laun and H. R. Amott. 

In June the Straus National Bank 
and Trust Company of Chicago received 
a charter and took over substantially 
all business of the Straus Trust Com- 
pany, established in 1924. It has cap- 
ital stock of $1,000,000, surplus of 
$250,000 and a special reserve of 
$50,000. 

S. W. Straus & Co. was established 
in Chicago in 1882, when operations 
were limited entirely to the purchase 
and sale of mortgages on improved city 
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real estate. In 1900 the firm developed 
the real estate mortgage bond, in which 
field it is said to lead all other houses 


S. W. Straus 
President of the newly chartered 
Straus National Bank and Trust 
Company, New York. 


in volume of business. A year or two 
ago the policy of the house was broad- 
ened to include the financing of in- 
dustrial, public utility, municipal and 
foreign loans. 


HEAD OF NEW YORK RESERVE 
BANK DIES 


BENJAMIN STRONG, governor Federal 
Reserve Bank of New York, died 
recently after a long and severe illness. 
He was 56 years old. Governor Strong 
had been head of the bank since it was 
opened on November 16, 1914, and his 
accomplishments in that time are told 
in the growth and development of the 
bank under his leadership. 

Mr. Strong entered the banking busi- 
ness at the age of 19 as a clerk for Jesup, 
Paton & Co., which later became John 
Paton & Co., and still later Cuyler, 
Morgan & Co. In 1901 he was secre- 
tary of the Atlantic Trust Company, of 
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New York, which was merged in 1903 
with the Metropolitan Trust Company 
He retained his position as secretary of 
the new instituticn until he joined the 
Bankers Trust Company, which had 
been organ‘zed in 1903. He started as 
secretary; became a vice-president in 
1910; and was elected president to 
succeed E. C. Converse on January 1, 
1914. This position he gave up to be- 
come head of the Federal Reserve Bank 
of New York. 

A minute adopted by the board of 
directors of the Federal Reserve Bank 
of New York describes the great work 
done by Mr. Strong in his position as 


© uncerwoon & uNcERWOOD 
BENJAMIN STRONG 


Governor of the Federal Reserve Bank 
of New York, who died recently. 


head of the Reserve bank. 
in part: 

“In normal times it would have been 
a great accomplishment to have organ- 
ized a central bank of issue in the City 
of New York, to have selected com- 
petent persons to do its work, to have 
provided adequate equipment and a 
beautiful building for its use, to have 
taught it to function as a co-operative 


It follows 


unit in an untried Federal banking. 
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system, and to have established its good: 
will and service for the member banks 
in its own district. 

“But the times were not normal. 
After its organization the new insti- 
tution was immediately faced with 
national and internaticnal disturbances 
resulting from the great war. After 
our own declaration of war there were 
vast problems of financing not only of 
our commerce and industry but of our 
Government itself. After peace came 
the problems of deflation and readjust: 
ment, and after them the rehabilitation 
of the currencies of the world. In these 
activities the Federal Reserve Bank of 
New York took an active and impor: 
tant part under the aggressive and in- 
spiring leadership of Governor Strong. 

“The good understanding of the 
central banks of the world and their 
good-will toward each other have re- 
sulted in effective co-operation and have 
yielded practical results. It is not too 
much to say that Benjamin Strong was 
the father of that movement and its 
guiding spirit. Not until the history 
of finance during the war and after and 
the story of the reconstruction of the 
currencies of the world shall have been 
written can it be known what a signif- 
icant part he played in this most im- 
portant work. 

“To have done so much would seem 
to have required inexhaustible strength. 
Yet during more than half of this time 
Governor Strong was fighting tuber: 
culosis of the lungs. But his spirit was 
undaunted, his will undiminished and 
his vision unimpaired. At home he was 
thinking not more of finance than of 
the men and women who were in his 
bank. Their comfort and happiness and 
advancement were as much a matter of 
his sclicitude as the greatest movements 
of industry and trade. Abroad he was 
thinking of the problems of currency 
restoraticn and of the kind of co-opera’ 
tion and help which his country and 
his bank should give in its own interest 
and in the interest of the world to sound 
programs of economic rehabilitation. 

“A man of energy and courage, 4 
man of resolute character and tenacity 
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of purpose, a man of sympathy and 
understanding, a man of wide acquaint- 
ance and tender friendships, a man of 
cheerfulness—he went to his death un- 
afraid, loved by his friends and respected 
by men everywhere. . . .” 


DANIEL MADE CHAIRMAN OF 
RICHMOND BANK 


RoBERT W. DANIEL, president of the 
Liberty National Bank and Trust Com- 
pany in New York, has been elected 
chairman of the board of the Richmond 
Trust Company, Richmond, Va. Mr. 
Daniel became a director of the institu- 
tion October 16, after he and a group 
of the bank’s directors and other capi- 
talists purchased the controlling interest 
in the company. 

Mr. Daniel is a native of Virginia 
and a graduate of the University of 


Rosert W. DANIEL 


President of the Liberty National 
Bank and Trust Company in New 
York, who has been elected chairman 
the board of the Richmond Trust 
Company, Richmond, Va. 


Virginia, and one of his present homes 
is Brandon, on the James River, an 
estate adjoining the old Byrd estate. 


He has managed the affairs of the 
Liberty National since it was founded 
five years ago by William C. Durant. 
At present the bank has capital of 
$3,000,000; surplus and _ undivided 
profits of $2,468,891; deposits of $24,- 
293,378; and total resources of $34,074,- 
658. It has recently celebrated the first 
anniversary of the founding of its down- 
town office, at 50 Broadway. The 
original office of the bank, still main- 
tained, is at 256 West 57th street. 


ELECTED TRUST OFFICER OF 
CHEMICAL BANK 


Howarp B. SmiTH, for twelve years 
trust officer of the Bank of America, 
New York, has resigned and has been 


Howarp B. SMITH 


Newly clected trust officer of the 
Chemical National Bank of New 
York. 


elected trust officer cf the Chemical Na- 
tional Bank, supervising the work of the 
corporate trust and agencies department. 

Mr. Smith, who is a member of the 
New York Bar, has served for a num- 
ber of years cn the executive committee 
of the New York Stock Transfer Asso- 
ciation, of which he is now chairman. 
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He was, for some time, instructor in the 
law of commerce and finance at the 
School of Commerce, Accounts and 


Finance of New York University. 

Mr. Smith has addressed various bank- 
ers’ meetings on the subject of uniform 
practices and rules for the transfer of 
shares of stock and registered securities. 


THE WORLD'S 100 LARGEST 
BANKS—A CORRECTION 


In the March number of THE BANk- 
ERS MAGAZINE there was presented a 
table giving the capital, surplus and 
profits and deposits of 100 of the 
world’s leading banks. It appears 
that in stating the figures for the 
Aktiebolaget Svenska Handelsbanken, 
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of Stockholm, the deposits of that in- 
stitution were not given correctly at 
$147,528,073. This was due to the 
fact that this bank reports as deposits 
only what in the Swedish balance- 
sheet are known as “depositions och 
kapitalrakning’—deposits and _ capital 
account on four months’ notice. If 
the figures included headings custom- 
arily used by other banks in reporting 
their deposits the total would have 
been brought up to $255,106,686, and 
the Svenska Handelsbanken would have 
been advanced from No. 88 in the list 
to forty-eight points higher. This 
bank is the largest in Northern Europe, 
and in fact is outranked in size by no 
European bank outside England, Ger- 
many and Italy. 


COMING BANKERS’ CONVENTIONS 


AMERICAN BANKERS  ASSOCIA- 
TION, San Francisco, week of October 14. 
Executive manager, F. N. Shepherd, 110 
East 42nd street, New York City. 


ASSOCIATION OF AMERICAN BANK 
TRAVEL BUREAUS, Chicago. November 
12-13. 


FINANCIAL ADVERTISERS ASSO- 
CIATION, Atlanta, Ga. Executive secre- 
tary, Preston E. Reed, 231 South LaSalle 
street, Chicago. 


MORTGAGE BANKERS ASSOCIA- 
TION, New Orleans, October. Secretary, 
Walter B. Kester, 112 West Adams street, 
Chicago. 


SAVINGS BANKS ASSOCIATION OF 
NEW YORK, S. S. Volendam to Havana, 
Cuba, October 25-November 3. Secretary, 
Paul W. Albright, 110 East 42nd street, 
New York City. 


WISCONSIN BANKERS ASSOCIA: 
TION, Milwaukee, June 10-12. Secretary, 
Wall G. Coapman, 717 Caswell Block, Mil- 
waukee. 





EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 


The bronze doors in the main entrance of the National Bank of Chester County 
Paani West Chester, Pa., are a beautiful example of workmanship. They and the 


rame are new, inserted in a dignified old facade, designed originally by Thomas V. 
Walter about 1835. 


a The facade is the one remainder of 'the original building of the 
ank, 


Tilghman Moyer Company of Allentown, Pa., designed the new structure. 
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Detail of the front banking room of the Provident Trust Company of Philadelphia, 


showing officers’ desks and a glimpse of a vice-president’s office. The high doorway 
leads to the building lobby and the rear banking room. 


Rear banking room of the Provident Trust Company of Philadelphia. 
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Home of the Plaza Trust Company, Fifth avenue at 52nd street, New York, which 

will open for business soon. The bank will occupy the first two floors of the building 

in addition to the safe deposit vaults, which are located below the street level. The 
structure is of Indiana limestone, with an arched entrance on Fifth avenue. 
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Grand marble staircase, leading from the main entrance on Fifth avenue to the bank. 


BANK OF UNITED STATES SHOWS 
RAPID GROWTH 


through two important mergers, 

has acquired ten more branches 
this year, is continuing its remarkable 
growth. 

After its first important merger of 
the year, that with the Central Mercan- 
tile Bank & Trust Company, the Bank 
of United States on May last moved its 
main office into the large banking quar- 
ters of the former at Fifth avenue and 
44th street. This is one of the largest 
banking offices in the city, consisting of 
a main banking floor 100x140 feet and 
a broad mezzanine encirling the bank- 
ing floor on three sides. This office 
seemed large enough to accommodate 
the expanding needs of the bank for sev- 
eral years, but it has been found neces- 
sary to enlarge it. 
work doubling the capacity of the mez- 


Te Bank of United States which, 


Builders are now at™ 


zanine in order to provide room for the 
bank’s growing staff. 

This new main office is one of three 
which the bank now has on Fifth ave- 
nue. The other two are located respec- 
tively at Fifth avenue and 14th street 
and at Fifth avenue and 32nd street. 
Altogether, the bank has twenty bank- 
ing offices in New York City. 

The policy under which the bank is 
enjoying its rapid growth is directed by 
a triumvirate consisting of Bernard K. 
Marcus, president; C. Stanley Mitchell, 
chairman of the board; and Saul Singer, 
chairman of the executive committee. 
Mr. Marcus joined the bank when he 
left Columbia University fifteen years 
ago. His father, after first establishing 
and. making a success of the Public 
Bank, “organized the Bank of United 
States in 1913. Bernard K. Marcus, 
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Partial view of public space in main banking room. 


18 GHG 


View from the main banking’ room, showing the entrance to the executive offices. 
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after rising through practically every 
position in the bank, became its presi- 
dent a year and a half ago on his father’s 
death. Mr. Singer, who has made a 
notable success in commercial life, joined 
forces with Mr. Marcus a few years 
ago and now, in addition to being vice- 
president of the bank, is president of 
the City Financial Corporation, a finan- 
cial company with resources in excess 
of $30,000,000 which he and Mr. 
Marcus organized in 1927. Mr. Marcus 
is chairman of the board of this 
new company. Mr. Mitchell, who 
had made an unusual success of the Cen- 
tral Mercantile Bank & Trust Company, 
of which he was president, joined the 


Capital 


1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1928 


Bank of United States last May with 
the merger of the two institutions. It 
is in the hands of these three men that 
the direction of the bank now rests. The 
bank has an able and experienced.:staff 
of vice-presidents, among whom are 
Joseph Brown, formerly with the. Chat- 
ham & Phenix Bank and later with the 
Central Mercantile Bank & Trust Com- 
pany; Robert Adamson, formerly with 
the National American Bank and the 
Central Mercantile Bank & Trust Com- 
pany; Henry W. Pollock and Henry 
Meckauer, both of whom have’ been ofh- 
cers of the Bank of United States for 
several years. 

The growth of the Bank of United 
States has been remarkable. Its or- 
ganizer was Joseph S. Marcus, father 
of Bernard K. Marcus, ‘its present head. 
Mr. Marcus, Sr., had made a_ success 
of the,Public Bank which he organized 
and had established an enviable reputa- 
tion both as a financier and as a philan- 
thropist. He started his new bank with 
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a capital of only $100,000 and a, paid- 
in surplus of $50,000. A year iater, 
in July, 1914, this capital was incteased 
to $200,000. 

Bernard K. Marcus was graduated 
from Columbia about the time his father 
started the bank and he at once entered 
its employ as cashier. 

Starting on the eve of the war, the 
bank did not begin really to reach its 
stride until after the war was over. On 
December 2, 1918, shortly after the 
Armistice, the capital of the bank was 
increased from $200,000 to $1,000,000. 
From this point its real growth may be 
said to have begun. This growth is 
shown by the following figures: 


Surplus and Profits 

$ 275,400 
476,700 
688,600 
506,500 
721,800 
835,400 
1,470,300 
2,771,400 
4,757,300 
7,261,041 
9,101,405 


Deposits 
8,930,400 
24,358,600 
31,585,300 
36,130,200 
42,407,300 
50,302,600 
“$4,429,700 
66,946,200 
81,289,700 
95,176,057 
152,149,581 


At the present time the capital, sur- 
plus and undivided profits of the bank 
exceed $20,000,000. 

Thus it will be seen that the bank’s 
real growth has been achieved in the 
short period of ten years. In May of 
this year, as has been said, it effected an 
important merger with the Central Mer- 
cantile Bank & Trust Company, which 
not only made a most substantial in- 
crease in its resources and deposits, ad- 
ded to it six important branches, but 
brought into its fold the personnel of 
another able and growing banking or- 
ganization. 

The Central Mercantile Bank & Trust 
Company, under the leadership of C. 
Stanley Mitchell, had enjoyed a rapid 
growth comparable to that of the Mar- 
cus organization. Mr. Mitchell early in 
1924 left the Chatham & Phenix Na- 
tional Bank, where he had been’a vice- 
president, to become president of the 
Central Mercantile Bank, then a small 
organization with deposits of less than 
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Private office of the president. 


$4,000,000 and one banking office 
located at Fifth avenue and 14th street. 
Within four years Mr. Mitchell and his 
associates had built up this bank from 
a $4,000,000 to a $60,000,000 institu- 
tion with six banking places. Then came 
the merger with the Bank of United 
States, Mr. Mitchell becoming chairman 
of the board of the enlarged bank and 
his entire official force becoming officers 
of the Bank of United States. This 
merger not only made a great material 
increase in the facilities and resources 
of the Bank of United States but it ac- 
complished the union of the personnel 
of two strong and progressive organiza- 
tions, each of which had made an out- 
standing success before the consolidation. 

This merger was shortly followed by 
another. The Cosmopolitan Bank with 
four important banking offices in the 
Bronx and resources of $10,000,000 
was taken over. 

Another important step in the rapid 
growth of the Bank of United States 
was announced recently, the result of 


which will be the union of the interests 
of the stockholders of the bank and the 
City Financial Corporation, with com- 
bined resources exceeding $210,000,000. 

The first official action to carry out 
this plan was taken when the directors 
of the bank gave it their approval and 
voted to submit the initial step to the 
stockholders of the bank at a meeting 
to be held at noon November 13. The 
successive steps necessary to carry the 
full plan into effect will follow shortly. 
Holders of more than 50 per cent. of 
the stock of both institutions have 
approved the plan. 

The capital of the bank is $8,333,400, 
represented by 89,334 shares of a par 
value of $100 each, the odd number of 
shares being due to two mergers effected 
by the bank in the last four months. 
The directors of the bank have voted 
to reduce this par value to $25 a share, 
thus creating on the present capitaliza- 
tion 357,336 shares. In addition to this 
reduction in par value the directors have 
also approved an increase in the capital 





C. STANLEY MITCHELL 
Chairman of the board, Bank of United States. 


~~ his first banking position with the old Astor National 
Bank of New York, Mr. Mitchell has in slightly more than 
twenty years made an enviable record for himself in banking 
circles. From the Astor he went to the Century Bank as cashier, 
and when that institution ‘was merged with the Chatham Phenix 
National Bank and Trust Company in 1914, he was made a 
vice-president of the larger bank. He remained there until 1924 
when he resigned to become president of the Central Mercantile 
Bank. Within four years Mr. Mitchell increased the resources 
of the Central Mercantile from $3,000,000 to $60,000,000, 
when it was consolidated with the Bank of United States this 
spring. 





© unverwoon & UNDERWOOD 
BERNARD K. Marcus 
President of the Bank of United States. 


N the death of his father, Joseph S. Marcus, founder of the 
Bank of United States, Mr. Marcus became president of the 
bank a little more than a year ago. During the brief time that 
has intervened since he became head of the bank it has shown a 
remarkable growth. 

Although one of the youngest bank executives in New 
York, Mr. Marcus has had careful preparation for his position. 
After being graduated from Columbia University in 1911, with 
the degree of Bachelor of Arts, he continued at the university 
and took post-graduate courses in political economy, law and 
financial history and then, in 1913, joined the official staff of 
the Bank of United States where he advanced from one posi- 
tion to another until, for the last seven years before his father’s 
death, he was the active executive head of the bank. 

By consolidation of two banks, Mr. Marcus has added ten 
branches to the Bank of United States during the last year. 





© unocerwoon & UNDERWOOD 


SAUL SINGER 


Executive vice-president and chairman of the executive com- 
mittee. 


N less than thirty years in America, Mr. Singer has built a 

notable career in manufacturing, building, finance and civic 
service. Mr. Singer is president of City Financial Corporation, 
founder and president of Garment Center Capitol and active 
adviser to many important industries. His outstanding ability 
in arbitration was demonstrated on Governor Smith's Labor 
Board and on Governor Miller's and Governor Smith's State 
Compensation Insurance Commission. 
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JosEPH BROWN 
Vice-president. 


stock of the bank of $8,333,400, con- 
sistihg of 357,336 shares of a par value 
of $25 each. The effect of this action 
will be to give the bank a total capitali- 
zation of $17,866,900, consisting of 
714,672 shares, which operation pre- 


cisely doubles the bank’s present capital. 

This increase in the capital stock is 
made for the purpose of making it 
possible to consolidate the interests of 
the stockholders of the bank and of the 
City Financial Corporation. This is 
accomplished by the formation of a new 
security company with an authorized 


Henry W. Po.Liockx 
Vice-president. 


RoBERT ADAMSON 
Vice-president. 


capital of 720,000 shares of no par 
value, which will absorb the City Finan- 
cial Corporation. 

In exchanging these warrants share 
for share for new security company 
stock, by the terms of the plan the bank 
stockholders are relieved from making 
the payment of $25 per share for the 
increased capital stock of the bank. 

After these steps have been taken, 
the number of bank shares will be in- 
creased from 714,672 shares to 720,000 
shares, so as to be exactly equal to the 
number of shares of the security com- 


HENRY MECKAUER 
Vice-president. 
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Vice-presidents’ and junior officers’ platform, looking north. 
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Side view of the vault door, showing its immense size and thickness, and a 
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partial view of the safe deposit department. 


pany. There will then be outstanding 
720,000 units, each unit in a single 
certificate representing one share of 
bank stock and one share of security 
company stock (each share of the se- 
curity company stock representing one 
share of the City Financial stock). 

The result of this plan will be that 
the bank stockholders will have, in ad- 
dition to the four bank shares acquired 
for each share of their present bank 
stock, an equal number of security 
company shares, which will have been 
acquired without cost to them. 

A complete list oz the directors of 
the bank follows: Robert Adamson, vice- 
president; Joseph Brown, vice-president; 
George Le Boutillier, vice-president, 
Pennsylvania Railroad; Joseph C. 
Brownstone, J. C. Brownstone Co., Inc.; 
Joshua L. Cowen, president of Lionel 
Corporation; William Fischman, Wm. 
Fischman, Inc.; Max H. Friedman, J. 
Friedman €& Co., Inc.; Frank Hedley, 
president, Interborough Rapid Transit; 
Frederick G. Hobbs, president, Slawson 





& Hobbs, and trustee, Excelsior Savings 
Bank; Jac. L. Hoffman, president, Con- 
tinental Tobacco Co., Inc.; Eugene B. 
Kline, president of Kline’s, Inc.; Isidor 
J. Kresel, attorney; Edward B. Lewis, 
president, J. M. Horton Ice Cream Co., 
and director of Borden Company; Ar- 
thur W. Little, chairman, J. J. Little & 
Ives Co.; Henry Loeb, retired; B. K. 
Marcus, president; Herman A. Metz, 
H. A. Metz & Co., and trustee, Fulton 
Savings Bank; C. Stanley Mitchell, 
chairman of the board; A. Milton Na: 
pier, president, Tidewater Building 
Company; Henry W. Pollock, vice: 
president; I. H. Rosenthal, president, 
Frackville Mfg. Co.; R. Sadowsky, R. 
Sadowsky, Inc.; Charles H. Silver, 
American Woolen Company; Saul 
Singer, executive vice-president and 
president, City Financial Corporation; 
Stephen Stephano, Stephano Brothers; 
David Tishman, president, Tishman 
Realty & Construction Co.; George C. 
Van Tuyl, Jr., banker; Morris White, 
Morris White, Inc. 
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NATIONAL BANK DIVISION MEETING 


{Continued from page 773) 


4. That diversification — according 
to types of bonds, management, ma- 
turity, and geographic location—is as 
necessary with sound securities as with 
unsound. 

5. That investment securities should 
be purchased for the particular needs 
of the bank which gets them. “The 
division of deposits between demand 
and time will determine in a large 
measure the situation of a bank in this 
respect, as well as serve as a basis for 
the determination of the size of the 
secondary reserve.” 

In addition to following these funda- 
mental principles, Mr. McIntosh urged 
that the country banker should com- 
municate with his correspondent bank 
in the city and ask its aid and as- 
sistance in making his investments. 

When the purchasing problem is 
solved, the country banker can turn to 
the selling of investments to his clients, 
where he has a distinct advantage. He 
is not confronted with large costs of 
retail distribution; his clients come to 
him. And while his profit is not 
large, he can usually sell bonds from 
the list of his city correspondent, with- 
out tying up any of his funds or as- 
suming any risk. Moreover, he does a 
real service to his community in seeing 
that its funds go into safe investments. 
For the outcome of allowing them to 
go into poor securities “is often the loss 
of personal fortune on the part of the 
individual, and the loss of finances to 
the community from which the bank 
must inevitably suffer, as well as the 
loss to the bank of the profit which it 
might have made by selling good se- 
curities itself to its clients. <a 

“The country banker, then, has a 
real personal interest, as well as a duty 
to his community, to combat the losses 
which result to his clients—actual and 
potential—from unsound securities be- 
ing sold in his community,” and should 
do his share to prevent it. 

« 





STATE TAXATION OF NATIONAL BANKS 


“There can be no doubt,” said Philip 
Nichols, tax counsel of the Massa- 
chusetts National Bank Association, of 
Boston, speaking on the above subject, 
“that the next session of Congress will 
witness a renewal of the attempt of 
the taxing authorities of some of the 
states to have the Federal law, under 
which the taxation of national banks 
by cities and towns in which they are 
located is authorized, still further 
amended and relaxed.” 

What is wanted is this: that the na- 
tional banks have no other protection 
from state taxation than a provision 
that their shares shall be taxed at no 
higher rate than the shares of banks 
chartered or existing under the laws 
of the states; and that the shares of a 
national bank shall not be taxed at a 
higher rate than real estate in the same 
taxing district used for mercantile or 
like business purposes. 

“The national banks must be pre- 
pared,” he said, “if the proposed 
amendments are enacted, to meet a 
tax which will make the expansion of 
surplus impossible and which will ab- 
sorb in time of peace a proportion of 
their income which hitherto it has been 
deemed possible to sequester for pub- 
lic use only in the stress of war.” 

At present, the Federal statute au- 
thorizes four alternative methods of 
taxing national banks: 

1. A tax upon the shares, but not 
at a greater rate than is assessed upon 
other moneyed capital in the hands of 
individual citizens coming into com- 
petition with the business of national 
banks. This is impracticable, because 
“the line between those investments 
which come into competition with na- 
tional banks and those which do not 
is impossible to draw.” 

2. Income from dividends on na- 
tional bank stock may be included in 
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the individual income tax of the stock- 
holder, but not at a greater rate than 
is assessed upon other moneyed cap- 
ital. This is objected to because it 
cannot be used except where the state 
has an income tax, and in many of the 
states the legislature has no power to 
impose an income tax. 

3. The bank may be taxed upon its 
net income. The objection to this is 
the same as to number 2. 

4. A tax upon national banks ac- 
cording to or measured by their net 
income, which may include income 
from all sources, at a rate not higher 
than the rate assessed upon other fi- 
nancial corporations, nor higher than 
the highest of the rates assessed by the 
taxing state upon mercantile, manufac- 
turing, and business corporations doing 
business within its limits. 

“This method, it is believed. mav be 
adopted by all, or substantially all, of 
the states, without upsetting their ex- 
isting methods of taxinz mercantile, 
manufacturing and business corpora- 
tions or their policies of low taxation 
of real estate mortgages and other in- 
vestments in the hands of passive in- 
vestors. ' 

“It thus appears,” he concluded, 
“that the existing Act of Congress af- 
fords ample means fo1 the states to im- 
pose just and adequate taxes on na- 
tional banks, and they can onpose any 
amendment of the law with the as- 
surance that it is no inequitable privi- 
lege which they are seeking to main- 
tain, and it is no hardship or injustice 
which they are seeking to impose upon 
other members of the taxpaying pub- 
lic.” 


DANGERS OF THE MENTAL CREDIT FILE 


Speaking on “The Produ~‘ive Credit 
Department,” Alexander Wall, secre- 
tary-treasurer of the Robert Morris As- 
sociates, Landsdowne, Pa., said that in 
the credit department “there is too 
often either a selfish or ignorant con- 
ception of the ownership of knowl- 
edge.” When a customer consults an 
oficer, with a view to making a loan, 
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and gives such officer important facts, 
this knowledge is the property of the 
bank, and not of any individual loan- 
ing officer. It should be recorded in 
a memorandum in the credit files. 

If the information is given in con- 
fidence, the confidence should be re 
spected, but the officer should protect 
the bank by filing a memorandum with 
the credit department that confidential 
information is in his possession which 
has a bearing on the loan. Such 
memoranda of conversational data are 
necessary, for memory plays strange 
tricks. Certain facts related by one 
borrower and perfectly clear at the 
time can easily become confused with 
facts related by another borrower. 
Furthermore, such mental files have a 
way of dying or going on a fishing 
trip, in which events the bank is alto- 
gether without data, unless set down 
in writing and filed. 


ANALYSIS BY RATIOS 


Mr. Wall then discussed his own pet 
subject—ratio analysis of financial 
statements. For years he has been a 
caustic critic of the reliance placed on 
the current ratio alone, especially the 
two for one current ratio. 

‘My examinations of statements,” he 
said, “indicate that different lines of 
business actually have different usual 
current ratios.” Of 2751 statements 
gone over, in thirty-nine different in- 
dustries, the current ratio for all but 
four industries was above two and one- 
quarter to one, and in more than half 
of them it was nearly three for one or 
better. “In view of these facts, it 
scems more proper that the department 
measure a company by the knowledge 
of what is usual for that type of com- 
pany than rely on some _preconcep- 
tion.” 

Moreover, if the credit department 
is to do its full duty, it must not only 
prevent bad loans, but must help weak 
borrowers to improve their financial 
condition. But some criterion by which 
such improvement can be measured, as 
a standard, is necessary. Mr. Wall 
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suggested that instead of telling the 
borrower that his business is “topheavy 
with debt” the lending officer show 
him how his ratio of debt to net worth 
compares with the average for his line 
of business. Comparison of this ratio 
for several years will reveal the trend 
of the business. Similarly, the extent 
to which a business is over-inventoried 
can be measured by _comparing its 
ratio of sales to inventory with the 
typical ratio for the industry; and the 
extent it is over-built, by comparing 
the ratio of fixed assets to sales and to 
net worth. 


FAULTY MAIL INQUIRY METHODS 


Before he closed, Mr. Wall had three 
“declarations” to make on the ethics 
of credit correspondence: 

“1. Indiscriminate revision of files, 
when there is no real need of informa- 
tion, is unnecessary, wasteful and un- 
desirable.” It leads to such things as 
a bank checking on a name that has 
been reported at least three or four 
times before as having been through 
bankruptcy and now out of business. 
The prize example is the letter (actuallv 
written) asking about the general re- 
sponsibility, standing and progress of 
the Federal Reserve Bank of New York. 

“2. Every letter of inquiry should 
indicate, in some definite and conspicu- 
ous manner, the object and scope of 
the inquiry.” A problem exactly stated 
is on the way to solution. Therefore, 
when asking a fellow banker for help 


to solve a credit problem, give him 
some idea of what the problem is. 

“3. When more than one inquiry 
on the same subject are sent simultane- 
ously to banks in the same city, this 
fact should be plainly set forth in the 
inquiries.” | Otherwise, innumerable 
conflicts between investigators occur, 
busy bank cfficers answer duplicated 
telephone calls, and all is confusion. 

Bankers, said Mr. Wall, in con- 
clusion, “can produce sound business 
by the intelligent application of their 
massed knowledge; prosperous  cus- 
tomers by sound and fearless advice; 
and contented citizens, because of their 
abilities to build up struggling younger 
companies by living their problems 
with them. In this work the credit 
department should play a leading role. 
Thus is becomes a productive credit de- 
partment.” 


NEXT YEAR'S. OFFICERS 


At the close of the meeting, the fol- 
lowing officers were elected to serve 
for the ensuing year: President, E. H. 
Sensenich, president West Coast Na- 
tional Bank, Portland, Ore.; vice-presi- 
dent, H. J. Haas, vice-president First 
National Bank, Fhiladelphia, Pa.; and 
as members of the executive committee: 
Walter W. Wilson, president First 
National Bank, Milton, Pa.; Frank L. 
Stein, president Ohio National Bank, 
Columbus, Ohio; Robert Strickland, 
vice-president Fourth National Bank, 
Atlanta, Ga.; and J. R. Cain, Jr., vice- 
president Peters National Bank, Omaha, 
Neb. 


STATE BANK DIVISION MEETING 


(Continued from page 779) 


detour which led them, with compara- 
tively little extra trouble, to the same 
goal. 


“Chain banking is not new, and there 
are a number of excellent chain systems 
which are ably and conservatively 
managed, and which are doing a high 


class business. On the other hand, there 
is no denying the fact that chain bank- 
ing has many evils and undoubtedly 
flourishes most where branch banking is 
prohibited.” There are at least 1000 
so-called . independent banks in the 
United States which are now parts of 
chain systems. 
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DANGERS OF CHAIN BANKING 


“Chain banking has all of the faults 
but by. no means all of the merits of 
branch banking. . .. While under a 
branch banking system each branch is 
at least as strong as its supervised parent 
institution, this is not necessarily true 
of the chain system.” Its abuses were 
most clearly demonstrated not so long 
ago when the Bankers Trust Company 
of Atlanta had to close its doors. 
“Immediately eighty-three other nomi- 
nally independent banks throughout 
Georgia and Florida, all members of 
this chain, went down like a house of 
cards. . . . Subsequent investigation dis- 
closed many irregularities and question- 
able practices which were not discovered 
sooner because the banks were scattered 
over two states subject to different super- 
vising authorities, and no simultaneous 
examination had ever been made. More- 
over, it was found that the head office 
which exercised control over all of these 
banks was itself not under the super- 
vision of the banking department be- 
cause, theoretically at least, it did no 
banking business and did not accept any 
deposits.” 


LEGISLATION AND DEBATE NO REMEDY 


Legislation will not check chain bank- 
ing. Some way will be found to avoid 
such legislation, just as chain banking 
was evolved to avoid the check on 
branch banking. Nor will holding 
heated debates solve the problem. “We 
must look deeper for the cause of the 
problem and try to find the remedy. 

“The favorite argument used by the 
advocates of chain banking is that the 
unit banking system has shown its weak- 
ness in recent years by the large number 
of such banks which have failed.” There 
is some justification for this claim, for 
the number of bank failures has been 
large. But the unit banking system was 
not the cause. 

The cause was poor bank manage- 
ment. And good bank management 
is not a matter of size of the bank. 
Canada, Australia, South Africa, all of 
which have the large banks of a branch 


banking system, were troubled with 
failures in the same way, when agri- 
cultural troubles came to them as to 
the United States. 

But we have reached a point where 
most of the deficiencies of small town 
bankers can be supplied, not by making 
any fundamental changes in our bank- 
ing system or by giving up any of the 
unit banker’s independence, but merely 
by bringing about a better spirit of co- 
operation and mutual helpfulness. 

“If our unit bankers get together 
through county organizations, credit ex- 
change bureaus and other similar co- 
operative organizations, we shall soon 
improve the standard of our unit ‘bank- 
ing system and eliminate many unsound 
and unprofitable practices and abuses 
which undue competition has brought 
into our business. . . . 

“If our banks are properly and profit 
ably run by experienced executives, if 
we observe sound banking principles, if 
we get together and formulate effective 
plans of co-operation, and if public 
interest and public welfare are always 
our prime consideration, there can be 
no doubt of the ultimate outcome.” 


BEGINNING A NEW ECONOMIC ERA 


“Probably the most important busi- 
ness and banking fact of 1928,” began 
Leonard P. Ayres, vice-president of the 
Cleveland Trust Company, Cleveland, 
Ohio, in his outline of “A New Invest- 
ment Policy for a New Economic Era,” 
“is that we have lost half a billion of 
our monetary gold. . . . It seems prob 
able that most of this loss will prove to 
be relatively permanent. 

“If this proves to be the case, the year 
1928 may well turn out to be the end 
of one economic era and the beginning 
of another. ... No one can foresee 
what the next few years will be like in 
a business way, but it is safe to say that 
they will be very different from those 
that are just behind us. 

For almost fourteen years, gold has 
been coming to this country in an almost 
steady stream. The two interruptions 
(in 1914 and 1919) were followed by 
severe business depressions. And on the 
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basis of these huge imports of gold, we 
have built a great structure of credit. 
“The arrival of each new dollar of gold 
has meant that bank credit in use has 
promptly expanded by about twelve 
dollars.” And “every time one dollar 
of gold was exported, someone shortly 
thereafter had about eight dollars less 
in his bank deposit than he had before. 
The expansion of bank- credit through 
gold imports is pleasant and produces 
contentment. Its contraction following 
gold exports is painful and results in 
discontent.” 

So far the discontent has been avoided 
by the agency of the Federal Reserve 
System. Though half a billion of gold 
has gone out of the country during the 
year, the credit which was based on it 
is still outstanding. But it is now sup- 
ported by an equal amount of loans that 
member banks have secured from the 
Federal Reserve banks. 

“How these loans will be paid off 
is a serious question which must be 
answered in the main by the bankers 
who have received them. Perhaps they 
will be reduced in part by the receipt 
of new importations of gold, but that 
does not appear likely to happen on a 
large scale. Possibly member banks will 
continue in debt to the reserve system 
in larger amounts than those to which 
they have been accustomed in the past, 
but that does not seem either probable 
or desirable. It may be that the reserve 
banks will increase their holdings of 
securities and so by their open market 
operations enable member banks to re- 
duce their indebtedness. Perhaps a de- 
flation of outstanding credit is impend- 
ing. It seems probable that all four of 
these developments will take place. . . . 


THE BANK’S INVESTMENT POLICY 
SHOULD BE— 


“If this type of development takes 
place, we shall probably enter upon a 
period in which bond yields and short- 
term money rates will once more have 
relationships something like those that 
maintained in the years before the war. 
The old records, as far back as any one 
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may care to follow them, conform to 
one simple rule which probably embodies 
the basal principle which should guide 
the bank in shaping its own policy for 
the investment of its secondary reserve 
funds. That rule is that it is profitable 
to shift funds into short term paper 
when the discount rates on that paper 
are higher than the yields available from 
high grade bonds, and to get out of the 
short-term paper, and repurchase high 
grade bonds when bond yields are above 
short term paper yields. .. . 

“If followed, the rule is likely to save 
the bank from important losses in its 
bond account. The reason for this is 
that bond prices tend to fall during the 
period that the short term paper rates 
are higher than the bond yields, and 
they tend to rise during the time that 
bond yields are above the paper rates. 
If the shifts are made when the two 
classes of yields cross one another, the 
bank will get the advantage of the ad- 
vances in bond prices at times when 
they are rising, and avoid the losses 
when they are declining. 

“Probably the easiest way to apply 
this rule is through watching the data 
supplied monthly in the reports of the 
Standard Statistics Company. The 
change in policy should be put into 
effect when the rate on four to six 
months prime commercial paper crosses 
the rate on the Standard 60 high grade 
bonds. .. . 

“Another method for conveniently 
following the yields of high-grade bonds 
is to look in the Wall Street Journal 
about the middle of each month for their 
index of 40 bonds. This index is simply 
the bond yield capitalized at 4 per cent., 
so that the easy way to find out what 
the yield was is to divide the number 
400 by their index number. This will 
give the bond yield figure. The com- 
mercial paper rates may be taken from 
the same source... . 

“We appear to be entering a new 
economic era; we appear to be leaving 
behind us the wonderful golden age 
that we have enjoyed—but we may look 
forward to the longer future with con- 
fidence, for we still have a larger gold 
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supply in proportion to our needs than 
has any other country, and we have a 
central banking system that is probably 
more efficient than that of any other 
country. A period of readjustment to 
new conditions probably lies ahead, and 
it may be expected to present important 
difficulties, but we shall surmount them.” 


LETHARGY IN MATTER OF RESERVE 
REQUIREMENTS 


M. Plin Beebe, president Bank of 
Ipswich, Ipswich, S. D., began his ad- 
dress on “Inequality of State Bank Re- 
serve Requirements,” with the state- 
ment: “There is no way of explaining 
why Idaho should enjoy only Federal 
Reserve requirements, while Montana 
on the East requires 15 per cent., and 
Colorado on the South, 25 per cent., or 
Oklahoma 25 per cent., Louisiana 20 
per cent., Alabama 15 per cent., and 
Tennessee 10 per cent. 

“It is hard to understand the lethargy 
on the part of bankers in the matter of 
reserve requirements.” They have found, 
in recent years, costs of service and 
doing business impinging on _ profits. 
They have started a movement for 
“better banking.” 

“But in this endeavor to get back to 
better banking, or let me be really 
honest and say, better paying banking, 
bankers in many states have overlooked 
their reserve requirements.” Yet it is 
a subject which would mean thousands 
of dollars in real dividends to their 
stockholders, without any appreciable 
loss in the financial standing of their 
institutions. That is self-evident. 

What, then, should be the program 
of state banking interests on reserve 
requirements? They should work, first 
of all, for uniformity of reserve laws 
among the states. They should see that 
these uniform reserve laws place state 
banks on approximately the. same foot- 
ing as national banks. They should in- 
sist that the laws make a distinction in 
reserve. requirements between reserve 
and non-reserve banks, and between 
demand and time deposits. Finally, 
they should work to obtain permission 
to invest a part of their reserve re- 








quirements in obligations of the United 
States, of the state in which the bank 
is located, and possibly a small percent- 
age in obligations of the municipalities 
of the state, of a very; select class. 

“Do not think,” he concluded, “that 
I am inferring that all bank troubles 
come from high reserves, but I honestly 
centend that where a state demands of 
its banks something which is not de- 
manded of their competitors, it places 
the state banks at a disadvantage where, 
in their desire to be successful in their 
banking, mistakes of judgment are likely 
to occur.” 


HOW TO INSTALL A SERVICE CHARGE 


Ten minutes were allotted to Paul P. 
Brown, secretary of the North Carolina 
Bankers Association, to explain “The 
Installation of Service Charges on Un- 
profitable Checking Accounts”—the do 
ing of which will save the banks of this 
country $10,000,000. This is an out- 
line of what he said: 

Before the service charge is installed 
in any bank, the banker himself should 
be convinced that it is profitable. Then 
he must convince his customer. But 
first of all, he should get an agreement 
signed by all the banks in town to im 
pose the service charge at the same time. 
Then letters, and printed matter, all 
signed by all the banks agreeing to 
impose the service charge, carefully 
worded, should be mailed to each 
customer so that he will know that he 
is not being singled out but that every 
depositor is in the same position. 

This campaign should be conducted 
cnly between the bank and its customers, 
and should not last more than three 
months. But to be successful, the plan 
best suited to the community must be 
selected, remembering, however, that 
more communities make the charge too 
small than make it too large. Then 
have few, if any, exceptions. Make 
each account stand on its own feet, re’ 
gardless of the balances carried in some 
related account. 

Thus installed, it will be found that 
the service charge increases deposits, 
decreases work and expense in stationery 
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and supplies, and gives the bank a 
revenue. 


DAIRY FARMING FOR ALL 


S. J. High, president of the Peoples 
Bank and Trust Company, Tupelo, 
Miss., also spoke before the division, on 
the subject “Placing the Farmer on the 
Payroll.” He started with the statement 
that “one of our country’s greatest needs 
at the present time is profitable agri- 
culture.” For this, the farmer needs 
something that will give him a weekly 
or monthly income, such as the laborer 
gets in industrial work, and such as the 
crop on the farm does not provide. 

Such an income, Mr. High believes, 
can be obtained by having pigs, poultry, 
and dairy cows on every farm; raising 
food and feed; and selling milk and 
cream, chickens and eggs. Furthermore, 
they utilize the rough feeds grown on 
the farm, and eliminate having to pre- 
pare and grade them for market. Finally, 
the farmer is thus also supplying his 
own family with the best of food. 
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“Prosperity follows the dairy cow, 
and whenever she has been given a fair 
chance, with good care, good results 
have followed. ... To promote the 
dairy interests of any community re- 
quires intelligent assistance both in time 
and financing, but when once the dairy 
industry is firmly developed, permanent 
agricultural prosperity is assured.” And 
when, in addition, we have pigs and 
poultry on every farm, we will have a 
new and better day for the farmer. 


THE NEW OFFICERS 


At the close of the convention the 
following officers were elected, to serve 
for the ensuing year: President, S. J. 
High, president Peoples Bank and Trust 
Company, Tupelo, Miss.; vice-president, 
Dan V. Stephens, president Fremont 
State Bank, Fremont, Neb.; and mem- 
bers of the executive committee, R. O. 
Lord, of the Guardian Bank, Detroit, 
Mich., and T. O. Hammond, of the 
Montana Trust and Savings Bank, 
Helena, Mont. 


TRUST COMPANY DIVISION MEETING 


(Continued from page 783) 


Personal solicitation, as a means of 
extending trust service, is growing. 

Local organizations of trust men are 
becoming more numerous. 

More emphasis is being placed on de- 
veloping trust business among the in- 
stitution’s present customers. 

More nationally known men are nam- 
ing corporate executors to settle their 
estates and administer trusts. 

“It is gratifying to note,” he con- 
cluded this list of trends, “that these 
are healthy tendencies in the main, and 
will serve to elevate the standards of 
trust work and give greater dignity to 
the fiduciary business.” 


THREE FORMS OF RESPONSIBILITY 


Judge H. L. Standeven, executive 
vice-president of the Exchange Trust 
Company, Tulsa, Okla., was the next 
speaker, his subject being “The Respon- 


sibilities of Trust Management.” When 
we consider, he said, that approximately 
7 per cent. of the total estimated wealth 
of our country is in the resources of 
banks and trust companies, the respon- 
sibility for the management of this vast 
sum of money deserves the serious con- 
sideration of every thinking man con- 
nected with the management of trust 
company activities in the United States. 

Trust company management involves 
responsibility to stockholders, to custom- 
ers, to employes and to the public. This 
responsibility is legal, financial and 
moral. 

Under legal responsibility “it is the 
duty of the management to have thor- 
oughly competent’ and well-qualified 
men in charge of various departments. 
, Care must be exercised in 
the acceptance of trust business, to de- 
termine whether it is desirable or un- 
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desirable, profitable or unprofitable. 
, . Notwithstanding the legal re- 
sponsibilities imposed upon trust com- 
pany management, the trust companies 
of America have, almost without excep- 
tion, performed these legal services to 
the satisfaction of their clients and cus- 
tomers without loss to the trust com- 
pany.” 

As to financial responsibility, “organi- 
zations doing a trust business must stand 
as a tower of strength and stability in 
the financial world for the 
financial responsibility of a trust com- 
pany is one of the principal elements 
that influence business to the company. 

. Hence it is the duty of trust 
company management to create a sufh- 
cient and adequate reserve to take care 
of every possible contingency that may 
arise in the administration of trust com- 
pany affairs, so that whatever liability 
may be imposed upon a trust company 
in the handling of its financial affairs 
may be taken care of without the im- 
pairment of its capital.” 

Finally, when a testator appoints a 
trust company as executor under his 
will, “it is not only legally bound to 
carry out his wishes as designated in his 
will, but it is morally bound to go even 
further and perform many duties for his 
widow and his children that it may not 
be legally bound to do. . . . The prin- 
cipal objection to corporate fiduciary ser- 
vices in the past has been that a corpora- 
tion does not have a soul, does not recog- 
nize its moral responsibilities, and does 
not fill the place that a personal executor 
or trustee has filled in the past. The 
only way that the mind of the public 
can be relieved of this delusion is for 
every fiduciary institution in the coun- 
try to recognize to its fullest extent the 
moral responsibilities placed upon it in 
the management of its estates and 
trusts.” 

But even though a trust company live 
up to all three of these responsibilities, 
said Judge Standeven, it owes the coun- 
try more. “Its position of trust, its far- 
reaching influence and great financial 
resources demand that it be progressive 
and active; that it educate the unin- 
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formed and the misinformed as to the 
services it is rendering. . . 

“We must lift the veil of unfaith, and ° 
teach the people the true ideals for which 
we stand. We touch vitally and inti- 
mately the life of all the people in our 
nation. We are closely linked with their 
progress and their activities. . . . The 


development of trust activities is neces: 
sary for the conservation of the natural 
wealth of the people of the country.” 


INVESTMENT TRUSTS HURT COMPANIES 


“No vocation,” said Frank C. Morti- 
mer, vice-president, Citizens National 
Bank and Trust Company, Los Angeles, 
in his address on “Clarifying Trust 
Functions in the Public Mind”—“No 
vocation, the carrying on of which in- 
volves intimate understanding of legal 
and technical matters, can entirely es- 
cape misunderstanding on the part of 
some of the people. There grows about 
such a profession or business a certain 
air of mystery. ... The process of 
clarifying trust functions in the public 
mind has been going on for many years. 

. That this effort has been success 
ful is shown by the degree of confidence 
and respect with which the financially 
conscious public has come to regard any 
business or a department of any business 
which makes use of the word ‘trust’ in 
its title... . 

“But in doing the job so well in a 
positive direction, have we not failed to 
cover it in its negative aspects. In 
amongst all our thorough-going pub 
licity, in amongst all our meticulous ad- 
herence to every principle of law and 
ethics in our relations with our clients, 
have we not deliberately established in 
the mind of the public an implicit faith 
in a word which has no protection 
against its incorrect and improper use 
by those not engaged in the trust busi 
ness? This appears to be the situation. 

“Recently there has been organized 
in the field of finance and investment in 
the United States a large number of in 
vestment organizations designating them- 
selves ‘investment trusts,’ trading, as it 
were, on the public confidence long ago 
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established by specific laws covering the 
investment of trust funds. This con- 
fidence of which I speak has been pa- 
tiently and consistently built up. It has 
taken many years of careful, construc- 
tive work, of painstaking and conscien- 
tious effort, to acquaint the public with 
the true functions of a trust company. 
The very nature of the business is such 
that we must inform each succeeding 
generation. It is too sacred a relation- 
ship, that of trustor, trustee, and bene- 
ficiary, to permit others to appeal to the 
public purse through the promiscuous 
use of the word ‘trust’.” 


LEGAL RESTRICTIONS ON WORD ‘TRUST’ 
POSSIBLE 


“There are clearly defined legal re- 
strictions to be found in Federal and 
state laws covering the use of such words 
as ‘bank,’ ‘national bank,’ ‘trust com- 
pany, ‘savings,’ “United States,’ ‘fed- 
eral,” and ‘reserve,’ in titles and descrip- 
tive titles, and they were placed there 


for a definite and worthy purpose. .. . 

“The eagerness with which the public 
is taking to the investment trust idea, 
coupled with the rapid growth and wide 
field of operations covered by these or- 
ganizations, has attracted the attention 
of economists, bankers, business men and 


public officials. It is admitted that wide 
opportunities for abuses exist in loosely 
operated and managed organizations, 
and that some form of public protection 
may be necessary.” California and 
Utah have already set up regulations 
governing the conduct of investment 
trusts. 

“But to my mind,” continued Mr. 
Mortimer, “the question of general legis- 
lation or regulation is exceeded in im- 
portance by the pressing problem of 
finding ways and means—either through 
education or legislation or both—to dif- 
ferentiate in the mind of the public be- 
tween the functions of these so-called in- 
vestment trusts and the functions of true 
trust companies and trust departments of 
banks, and we include individual trus- 
tees, all amenable to the laws covering 
the investment of trust funds. 
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“And unless we are going to go back 
fifty years or more and do all over again 
our job of clarifying trust functions in 
the public mind, I do not know how else 
this differentiation can be effected than 
by interdictive action to prevent the use 
of the word ‘trust’ itself in the title, 
designation, or descriptive literature by 
any organizations except those which 
legally qualify to conduct a trust or 
fiduciary business. 

“Banks and trust companies continu- 
ously show a fine spirit of co-operation. 
Innumerable services are rendered the 
public for which no compensation is re- 
ceived, and there is nothing of selfish- 
ness displayed when we move to curb 
the unbridled and unlicensed use of a 
title or word which is known to be par- 
ticularly descriptive of one of our in- 
violable functions which we, by strict ad- 
herence to law and ethics—through long 
and patient effort—have placed at the 
pinnacle of veneration in the public 
mind.” 


CHANGES IN WILLS SLOW 


“Modern Tendencies in Wills” was 
the subject discussed by Gilbert T. Ste- 
phenson, vice-president, Wachovia Bank 
and Trust Company, Winston-Salem, 
N. C. 

“Tendencies in modern wills,” he said, 
“are not easily detected because changes 
in wills, as a rule, are very slow. Writ- 
ten wills 4000 years old are still in 
existence; the date of the first one is, of 
course, lost in antiquity. One cannot 
detect changes in such an old institu- 
tion as will-making as he can in a mod- 
ern mechanical device. It is not like com- 
paring an automobile of today with one 
of twenty-five years ago, or an airplane 
of today with one of five years ago. It 
is more like following the slow growth of 
the giant Sequoias of California, some 
of which are said to be over 4000 years 
old. If one should visit the Sequoia 
grove today and again fifty years later 
he would not notice much growth or 
decay in the trees. Yet we know that 
processes of growth and decay are go- 
ing on silently and unnoticed all the 
time. So it is with wills... . 
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“The first tendency in modern wills 
to be noted is the turn to trust companies 
and banks to settle estates and administer 
trusts.” A hundred years ago there was 
not a will in the United States in which 
a trust company or bank was named 
executor or trustee; last year 750 trust 
companies and banks were so named un- 
der 27,983 wills. The phenomenal in- 
crease in trust company and bank ap- 
pointments has come in the last five 
years. 

“The second tendency in modern wills 
is to make the creation of them a co- 
operative enterprise.” The testator, the 
trust officer, and the lawyer al! work 
together to make a legally sound will. 

“The third tendency in modern wills 
is to accept the making of a will as the 
normal act of vigorous manhood rather 
than dread it as the desperate effort of 
decrepit senility. The average age of 
the person who makes a will now is 
about 45 years. . . . Men, acting while 
in the full possession of all their facul- 
ties, are making well considered wills, 
expressions of their best judgment as to 
the needs of and of their tenderest solic- 
itude for, the welfare of their bene- 
ficiaries. 

“The fourth tendency in modern wills 
is to treat the family as a unit and 
preservation of home life as a primary 
concern of the testator. Until recently 
in the distribution of an estate, members 
of the family were regarded each as a 
unit—the wife the same as the children.” 
The first evidence of this tendency is 
the provision for living expenses of the 
family during the period of settling the 
estate. The second evidence is the pro- 
visions now being made for a family 
home. The third evidence is the provi- 
sions made for maintenance of the 
home, etc. 

“The fifth tendency in modern wills 
is to give trustees wider latitude in dis- 
tributions to or for beneficiaries. In the 
older wills, even if trusts were created, 
the trustee was usually given inelastic 
authority to make distributions. The 
modern way and, in most cases, the bet- 
ter way, is to give the trustee wide lati- 
tude in withholding or anticipating in- 


come, in encroaching upon principal to 
accomplish what appears to be best for 
the beneficiaries, and to terminate or 
continue the trust according as the 
habits of beneficiaries seem to justify. 


MORE POWERS FOR TRUSTEES 


“The sixth tendency in modern wills, 
akin to the fifth, is to give trust com- 
panies and banks as executors and trus- 
tees more powers and to set them forth 
in the will rather than leave them to im- 
plication. Experience has taught trust 
officers what powers their companies 
need properly to settle estates and ad- 
minister trusts. The growing comity 
between lawyers and trust officers has 
opened the way for the latter to have 
written into wills definite bestowals of 
the principal powers they need... . 

“The seventh tendency is to pay more 
attention to the terms and conditions of 
gifts to charity. . . . Testators are less 
and less inclined to make gifts to charity 
and close their eyes to the consequences. 
More and. more they are devoting their 
best thought to the terms and conditions 
of their gifts. This wholesome tendency 
is to be credited to a large degree to 
the activities of promoters of commun: 
ity trusts in sixty-odd American cities. 

“Each of these seven tendencies is 
traceable in a measure to the influence 
of the trust companies of the United 
States. The community trust just men- 
ticned is, itself, dependent for its suc- 
cessful operation upon trust companies 
and banks. Since they are creating or 
certainly encouraging tendencies in mod- 
ern wills—these I have mentioned and 
others as well—the responsibility upon 
trust companies is all the greater to make 
sure that they train the tender sprout 
to shoot in the right direction. . . . 

“During the last century the trust 
companies have achieved a position of 
leadership. Today they are leading the 
thought of America on wills. But 
whither? So far, we believe that they 
have been leading and are still leading 
consistently toward better wills only— 
better legally, better administratively, 
better socially.” 
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THE NEW OFFICERS 


At the close of the meeting the fol- 
lowing officers were elected to serve for 
the ensuing year: President, Arthur V. 
Morton, vice-president of the Pennsyl- 
vania Company for Insurances on Lives 
and Granting Annuities, Philadelphia; 
vice-president, John C. Mechem, vice- 
president, First Trust and Savings Bank, 
Chicago; and for members of the board 
of trustees: Arthur W. Loasby, presi- 

e 


CLEARING HOUSE 


dent, Equitable Trust Company, New 
York; Robert O. Lord, president, Guar- 
dian Trust Company, Detroit; Robert F. 
Maddox, chairman of the board, Trust 
Company of Georgia, Atlanta; James H. 
Perkins, president, Farmers’ Loan and 
Trust Company, New York; Nathan D. 
Prince, president, Hartford-Connecticut 
Trust Company, Hartford, Conn.; and 
R. M. Sims, vice-president, American 
Trust Company, San Francisco. 


SECTION MEETING 


(Continued from page 787) 


changes in the last ten years which 
have made the profitable operation of 
banks so difficult. 

“There are times,” he said, “when 
I am almost persuaded that 40 per 
cent. in number of all our banks either 
make no money or operate at a loss, 
leaving the other 60 per cent. to up- 
hold the reputation of the profession 
as a money-making game. 

“This era of profitless prosperity 
did not overtake us in a night. It 
closed in upon us gradually over a 
period of many years The good old 
days departed so silently that they 
left many of us unaware of the trans- 
formation. 

First of all, the increase of taxes has 
taken an increasing portion of the 
bank’s revenue. 

Members of the Federal Reserve Sys- 
tem also lost potential profits on the 
money they had to invest in their 
quota of stock of the local Federal Re- 
serve bank. They lost the interest they 
had been accustomed to get on reserve 
balances. 

Par clearance took from some banks 
their exchange revenue. 

Then expenses increased. Bank help 
jumped 100 per cent. in cost. Rent, 
stationery, supplies, equipment, soared 
skyward. Yet interest rates were not 
increased—rather, under stress of com- 
petition, they were shaded. 

Some banks began to allow interest 
on checking accounts, in the effort to 


get back deposit balances, curtailed by 
the investment habit taught in the 
Liberty Loan campaigns. 

Prime commercial loans decreased in 
number. Borrowers changed their 
habits, issuing securities instead of bor- 
rowing at banks. 

The automobile increased competi- 
tion, by widening the range within 
which an individual could bank. One 
of the effects of this increasing com- 
petition, with its narrowing margin of 
profit and struggle for volume, was 
the stimulation of branch banking. 
After branch banking was prohibited, 
chain banking arose. 

City banks have met this problem of 
decreasing income by diversifying their 
services—by becoming department 
stores of finance, with investment de- 
partments, real estate departments, 
trust departments, travel departments, 
etc.—and insisting that each depart- 
ment show a profit. But even city 
banks have trouble to make their com- 
mercial departments show profits, “un- 
less the principles that create new 
sources of income are employed. These 
principles are in the grasp of coun- 
try banks as well as city banks, of 
little banks as well as big banks, of 
weak banks as well as strong banks.” 


PROFIT PRINCIPLES 


“Broadly stated, they are to charge 
the public for every service of value to 
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the public that is performed by banks.” 
They have been put to the test in 
Georgia, and have worked—improving 
earnings, and making stronger and 
better banks without any ill effects 
from loss of good-will. 

As advocated by the Georgia Bank- 
ers Association, they include: 

1. The service charge on unprofit- 
able accounts. 

2. Service charge on checks drawn 
against insufficient funds. 

3. Service charge on notes allowed 
to run overdue. 

4. Service charge for overprinting 
checks. 

5. Service charge on small loans 
figuring less than $1 discount. 

6. Exchange on out-of-town checks 
cashed by non-customers. 

7. Fee for cashier's checks. 

8. Limitation of interest on time 
and savings deposits. 

9. Statements required from all bor- 
rowers in excess of $500. 

10. The establishment of credit bu- 
reaus for the interchange of informa- 
tion between banks to forestall dupli- 
cate and multiple loans. 

“Many banks also charge for mak- 
ing out income tax returns, automobile 
license applications, wills, deeds, mort- 
gages, escrows and other forms of 
service that represent expense to the 
bank and possess value to the pub- 
ae 

“The last fifteen years,” said Mr. 
McFadden, in closing, “have created, 
in the realm of banking, a new heaven, 
a new earth, and a new heil. It is up 
to the bankers themselves to decide in 
the next fifteen years to eliminate the 
hell entirely, to transform the earth 
into heaven and to live happily ever 
afterwards in the paradise of prosper- 
ity by the transformation from the old 
order to the new.” 


REGIONAL CLEARING HOUSE EXPLAINED 


Dan V. Stephens, president, Fre- 
mont State Bank, Fremont, Neb., orig- 
inator of the idea of regional clearing 
houses, explained just how the system 


works, in his address, “Experiences of 
a Regional Clearing House.” 

The idea grew out of the thought 
that the city clearing house system 
might be applied to the country. “We 
felt,” said Mr. Stephens, “that we 
could not employ private examiners, 
and we could not see any reason why 
public examiners should not be just as 
effective as private examiners, if we 
could create the environment. an 

“Therefore, we formulated a district 
of five counties, including all of the 
banks in these five counties. The bank 
commissioner has assigned to us an ex- 
aminer. He has a specific number of 
banks for which he is responsible. He 
makes examinations, and if he finds 
anything wrong, he follows it up the 
next week, the week following, and 
continues to follow it up; and if he 
finds that one of these borrowers is 
borrowing in several different banks, he 
discloses that information to the 


people who are entitled to have it, 
with the result that duplicate borrow- 


ing is known thoroughly to the ex- 
aminer. ; 

“As a result of this system, we had 
a bank failure the other day, some 
sixty miles outside of our district. The 
man who failed ran away, a pathetic 
picture. He had embezzled and forged 
notes to the amount of more than his 
deposits, probably. The loss will en- 
tail probably $1,000,000. 

“He was outside of our district, but 
our examiner unearthed his forgeries 
100 miles away. It is rather a re 
markable thing how he did so, but he 
was deeply interested in his banks, and 
the bank he was examining, one of 
our member banks, had $25,000 of the 
paper from this bank that I am re 
ferring to that did fail.” 

He suspected that the notes were 
forgeries, and asked the banker per 
sonally to see to the renewal of two 
of them due shortly. He followed 
this up, to see if it had been done, 
and when it was put off two or three 
times, he went himself to verify the 
notes. And then the forgery was re’ 
vealed. 
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Through this regional clearing sys- 
tem, said Mr. Stephens, “we have 
been able to increase our earnings very 
greatly. We have been able to increase 
sound banking practices. Gen- 
tlemen, I can’t take the time to give 
you any further picture of the situa- 
tion, but I want to say to you that 
this question is so simple and so easily 
answered by the banking -commissioners 
of this country that I marvel that it 
has not been answered long ago. Each 
banking commissioner can, by a stroke 
of the pen, divide his district into sec- 
tions equal to the number of his ex- 
aminers and permanently locate an ex- 
aminer in each of these districts. He 
can then secure the co-operation of 
the clearing house organization in each 
of those districts. _ 

“The evil that exists in the country 
today as represented by bank failures 
is traceable to only two causes, and 
you can’t find any others. One of 
them is we have too many banks and 
that is blamable, of course, on our 
political machinery in each of the 
states; and the other is that they are 
too poorly supervised, and that is also 
because of the political machinery. 

“Take the banking department out 
of politics. Select bank commissioners 
for a six-year period, and then select 
independent banking boards to co- 
operate with them in the matter of 
granting charters, and our troubles 
will be cured.” 


HELP IN REDUCING DEPOSIT INTEREST 


“Interest Rates on Deposits” was 
the subject of the address of A. J. 
Veigel, Minnesota State Commissioner 
of Banks, St. Paul, Minn. He agreed 
that the average bank should secure ad- 
ditional income, through a_ service 
charge, but contended that “the place 
where banks can save more money 
than everything else put together, is to 
reduce rates paid on time deposits. 

“When, however, a condition exists 
where bankers do not do this, and 
when it can be clearly shown that 
some banks are slowly committing 


suicide by paying more interest than 
they can afford to pay, then it is the 
duty of the banking department to 
step in and compel such men to run 
their banks in accordance with sound 
banking principles.” 

Minnesota has done this, forbidding 
banks to pay more than 4 per cent., 
and has obtained the co-operation of 
the Comptroller of the Currency. 
Kansas has fixed her maximum at 3 
per cent., and Virginia at 4 per cent. 

“Laws, necessarily, cannot cover all 
matters which continually come before 
the bank supervisors for decision. It 
seems to me,” said Mr. Veigel, “that 
bank supervisors owe it to the public 
and to the depositors to do whatever 
is necessary to improve the banking 
situation, even though there may not 
be a specific law governing all cases. 
It is clearly the spirit of all banking 
laws that bank supervision should stop, 
before it is too late, all practices which 
are not in accordance with sound bank- 
ing principles.” 


A STANDARD REPORT FORM 


L. A. Andrew, Iowa State Superin- 
tendent of Banks, described the ‘“Stand- 
ard Report Forms from Bank Presi- 
dents to Their Directors,’ drawn up 
by a special committee. “The report 
on resources,” he said, “is divided un- 
der the following heads: cash and due 
from banks, unpledged U. S. securities, 
unpledged other bonds (marketable), de- 
mand commercial and callable paper 
(available), first mortgage loans, other 
secured loans, other loans, discounts 
and bonds, loans to officers, directors 
and allied interests, pledged loans and 
discounts, pledged bonds, overdrafts 
(itemized attached), banking house 
furniture and fixtures, other real es- 
tate, and other assets. 

“The report on liabilities is divided 
under the following heads: commer- 
cial deposits, public fund deposits, 
other demand deposits, savings deposits, 
time certificates of deposit, bills pay- 
able and rediscounts, capital stock, 
surplus fund, undivided profits, reserve 
account, and other liabilities. 
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“Then comes the report on _ the 
amount of total reserve on hand, and 
the reserve required by law, followed 
by a short statement of earnings and 
expenses, with a comparison with those 
of a year ago. Next the report shows 
the new loans granted and bonds pur- 
chased; also the important loans paid 
and the bonds sold. There is an extra 
space for changes in large and impor- 
tant loans. Applications for new loans 
with the amount and the security of- 
fered come next. The officers then call 
the attention of the board to the loans, 
including the excess and large lines, 
past due, doubtful, slow paper, frozen 
loans, etc. The next item is a dis- 
cussion of the potential other real 
estate, and plans for the sale of real 
estate already acquired. Next are listed 
important new and closed accounts, 
both commercial and savings.  In- 
cluded in the report is a space for mis- 
cellaneous items and a suggested pro- 
gram of business, including besides the 
above, loans which are under contem- 
plation, the reading of communications 
from the supervising authorities, and a 
general discussion of the bank’s affairs, 
how to increase business, etc. 


There are several kinds of such com 
peting institutions: 

“First are the investment bankers. 
They buy and sell, with a view to 
profit, bonds, stocks, notes, and other 
evidences of indebtedness. 

“Second are building and loan as 
sociations. These associations lend 
money. 

“Third in the list of quasi-banks are 
the so-called finance companies. These 
companies compete with banks by their 
purchases of notes. In addition, they 
usually supplement the capital invested 
in the business by their shareholders 
with another form of camouflaged de- 
posit—through the sale of debentures, 
guaranteed notes, gold notes, etc. 











SAVINGS BANK DIVISION MEETING 


(Continued from page 790) 


“This is probably the first time that 
a model form for a report of the ex- 
ecutive officers of a country bank to 
its board of directors has been pre- 
pared. We are quite sure that it will 
be of distinct help in bringing to the 
directors of a bank a view of the bank’s 
condition, with a comparison of that 
condition as it was a month before 
and a year before. We are also very 
sure that the banks that adopt and use 
this form will be better banks, more 
profitable banks, and safer banks.” 


THE NEW OFFICERS 


At the close of the meeting, the fol- 
lowing officers were elected to serve 
for the ensuing year: President, W. F. 
Augustine, vice-president, National 
Shawmut Bank, Boston; vice-president, 
H. Y. Lemon, vice-president, Com- 
merce Trust Company, Kansas City, 
Mo.; and for members of the execu- 
tive committee, G. H. Mueller, vice- 
president, Fletcher American National 
Bank, Indianapolis; and Clark G. 
Mitchell, president, Denver National 
Bank, Denver. 


“What is true of the finance com- 
panies is also true of real estate mort- 
gage companies which probably, there- 
fore, should come fourth on our list 
of quasi-banking institutions. 

“Fifth on the list of quasi-banks are 
investment trusts. These investment 
trusts compete with the banks through 
the purchase and sale, with a view to 
profit, of bills of exchange, notes, 
bonds, stocks, or other evidences of 
indebtedness.” 


EXPLANATION AND EXTENT OF TAX 
INEQUALITY 


Mr. Mylander had distributed, be- 
fore his address, a table giving the 
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ratio of taxes paid to profits, of banks 
in all the states of the Union. “It 
will be noted,” he said, “from an ex- 
amination of this table, that the aver- 
age bank in the United States last 
year paid in taxes of all kinds 21.7 
per cent. of its net profits before taxes. 

“It will be noted also from an ex- 
amination of this table, that in thirty- 
five of the forty-eight states of the 
Union, the percentage of taxes paid to 
net profits is greater than the average. 
In the states that are less than the 
average, some change has been made 
from the almost universal method of 
taxing banks in the United States, the 
ad valorem tax upon the value of the 
shares of the bank. 

“In practically every one of the 
states which are taxing their banks 
more heavily than do the states which 
are under the average, there is viola- 
tion of the provisions of Section 5219 
of the Revised Statutes of the United 
States.” He then went on to cite a 
number of specific cases in which the 
taxation was on an unequal basis, sum- 
ming it up as follows: 

“We can say that bank shares are 
taxed in most of the states of the Union 
at the highest possible rate and at 
the source, while quasi-banks, either 
through being placed in a different 
class or through preferential methods 
of assessment or levy, are taxed at 
much lower rates, if indeed they are 
taxed at all. 

“We, therefore, see this anomalous 
situation existing in nearly every state 
of the Union. On the one hand, we 
find the legislature being besieged to 
increase the stringency of the banking 
laws, so as to insist on adequate cap- 
ital, care in operation, the building of 
surplus accounts and all of the other 
remedies which are advanced for mak- 
ing banks safer, and, on the other 
hand, this same legislature is saying to 
the banks ‘if you do these things, we 
will penalize you by increasing the 
burden of your taxes.’ ‘ 

“I suppose that anyone who points 
out an evil should suggest a remedy, 
and yet I feel that it would be the 


937 


height of effrontery for me to stand 
before you today and suggest a method 
by which the problem of taxation 
might be solved in each of the forty- 
eight different commonwealths of the 
Union. I do feel, however, that every- 
where bankers ought to become more 
interested in the subject of taxation. 
They ought to study not only the tax 
system in their states, but they ought 
to get together with the representatives 
of all kinds of businesses in an effort 
to work out an equitable tax system 
for themselves and their fellows. 

“To do this,” he concluded, “it is 
apparent, will necessitate changes in 
laws, changes in constitutions, changes 
in methods and means of assessment of 
various kinds of property for taxes. 
It is a long, tiresome job that I am 
suggesting, but it is one which must 
be done if banks in this country are 
to continue to operate.” 


NEW BUSINESS THROUGH CUSTOMER 
CONTROL 


In “Answering Administrative Prob- 
lems,” Harold J. Stonier, educational 
director of the American Institute of 
Banking, hastened to say at the be- 
ginning that he was not answering the 
questions out of his own experience. 
On the other hand, he said, “I have 
been impressed with the fact that cer- 
tain bankers in different parts of the 
country are probably answering these 
problems a little bit more directly and 
a little bit more satisfactorily than 
they are being answered in other parts 
of the country. 

“In the first place, there is the prob- 
lem of the development of new busi- 
ness, out of customers already on the 
books.” Well, he said, it will not be 
done by buying the business—by giv- 
ing premiums for new accounts. It 
will not be done by advertising always 
on a price basis—the interest rate paid. 
It will be done by showing to the in- 
dividual the value of doing business by 
the cash saved in a savings account. 

“For example, a certain bank has 
shown by its copy that it is possible, 
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with the use of cash and buying at the 
right time of year, to save $1.50 to 
$1.75 a ton on coal; that it is possible 
to save 25 per cent. on furniture by 
buying for cash at a certain time of 
the year. It has also shown how it is 
possible, on $2500 of the average pur- 
chases of the average family, for that 
family to save by cash about 10 per 
cent. by buying at the right time, 
when the market is right in those 
$2500 of purchasable commodities. 

“The bank has taken a $2500 sav- 
ings account and then taken, say, any 
$2500 of stock or bonds and com- 
pared the two with the ten principles 
of investment, and it contends that a 
$2500 savings account is a_ better 
proposition for the average man than 
any $2500 of stocks or bonds, from 
the standpoint of interest return, mar- 
ketability, safety, and all the other fac- 
tors entering into the criterion by 
which you judge a security. 

“The second administrative problem 
is co-operation. I find to be a very 
real problem in some states of this 
country, the ability of banks and in- 
dependent bankers to co-operate on 
certain basic problems affecting bank- 
ing. Co-operation cannot be 
forced. co-operation we must 
have. 

“For when it is proved that in a 
given area the banks in that area ought 
not to pay beyond a certain minimum 
or maximum, then it is up to the in- 
dependent bankers to co-operate with 
that kind of program. If they do not, 
then one of two things will result: 
Either on one hand you will have more 
paternalism, more control by _ state 
forces in the interests of safety, or, on 
the other hand, you will have the 
wider extension of chain banking or 
branch banking, because you cannot 
deny an economic law. 

“The third problem, if you please, 
that I have encountered here and there 
over the country has to do with the 
personnel of banking institutions. I 
believe that this problem of adminis- 
tration of the personnel forces of a 
bank will be largely answered through 
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the American Institute of Banking and 
through the working for the standard 
certificate, which is the criterion by 
which we judge the ability of the per- 
son to render service to his financial 
institution.” 


MANY MINDS, MANY METHODS 


Paul A. Pflueger, of the bank fa- 
cilities and service committee, United 
Security Bank and Trust Company, 
San Francisco, summarized the results 
of an endeavor to find the most com- 
monly used methods of computing in- 
terest on savings accounts and the cir- 
cumstances attending their use. His 
address was entitled “A Digest of 
Methods of Computing Interest on 
Savings in Use throughout the United 
States.” 

“Disregarding days of grace, size of 
balance, and rate of interest paid,” he 
said, “there were fifty-one different 
methods of figuring interest on de- 
posits.” 

The most popular method was that 
of compounding semi-annually. De- 
posits draw interest from the first of 
each month, provided they are on de- 
posit for at least one calendar month. 
Withdrawals are deducted from latest 
deposits; no interest is allowed on with- 
drawals made between interest pay- 
ment dates. This method is used by 
144 of the 888 banks questioned. 

One hundred and thirty-five banks 
use a plan which is identical with the 
one just described, except that with 
drawals are deducted from the balance 
existing at the beginning of the interest 
period and subsequent first deposits. 

Under the third plan, interest is 
compounded semi-annually also. De 
posits draw interest from the first of 
each month, provided they are on de- 
posit for at least one calendar month. 
Interest is calculated on the minimum 
balance of each month. One hundred 
and twenty-nine banks use this plan. 

The fourth plan compounds interest 
quarterly. Deposits draw _ interest 
from the first of each month, provided 
they are on deposit for at least one 
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calendar month. Interest is figured on 
the minimum balance of each quarter. 
Seventy-five of the banks use this plan. 
Under the various plans used, the 
amount of interest received on a given 
sum varies widely, the variation 
amounting, sometimes, to as much as 
300 per cent. That is, under one plan, 
the account would receive only $7.90 
in interest, while under another it 
would receive as high as $35.18. 


NECESSARY TO WATCH COSTS 


“As often as methods of computa- 
tion vary, so do net costs. Further- 
more, paradoxical though it may seem, 
particularly to commercial bankers, the 
steadier the balance, the fewer the 
withdrawals, and the lesser activity in 
the accounts, the higher net cost, 


whether the method of computation be 
liberal or strict. 

“It is important that banks should 
calculate their net costs, because of 
the effect that the net rate they pay 


has on their profits. The addition of 
each point of one-hundredth of 1 per 
cent., such as the increase of 3.75 to 
3.76 per cent. of interest paid on each 
million dollars of savings deposits, adds 
only $100 to the net cost.” 

Whether it is possible, or even de- 
sirable, to try to make methods of 
computing interest universal, the coun- 
try over, is open to question, said Mr. 
Pflueger. ‘Methods of computation, 
as well as rates of interest paid are, 
after all, parts of an economic ques’ 
tion. Paternalistic state laws, there- 
fore, may well prove to be an un 
warranted and unworkable interference 
with the operation of the more basic 
economic law. There is no guaranty 
that the states themselves will adopt 
uniform methods. If they would not, 
those which pass laws specifying strict 
methods of interest computation may 
find their banks at a serious disad- 
vantage in competitive markets for sav- 
ings deposits; such capital flows freely 
to points of largest return in these 
days of communication and innumer- 
able outlets for investment. 
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“The ideal method should be fair to 
the bank and the depositor and profit- 
able to both. It must also be easy for 
the depositor to understand. After a 
thorough study of all the methods in 
use, we recommend any one of the 
following plans as fulfilling these re- 
quirements: 

‘““A—Interest to be compounded semi- 
annually. Deposits to draw interest 
from date of deposit, on all sums on 
deposit for at least one calendar month 
preceding interest date. Year to be 
divided into four quarters. No in- 
terest to be allowed on withdrawals 
made during the quarter. Withdrawals 
to be deducted from latest deposits. 

“B—Interest to be compounded 
semi-annually. Deposits to draw in- 
terest from date of deposit, on all sums 
on deposit for at least one calendar 
month preceding interest date. No 
interest to be allowed on withdrawals 
made during the six months’ period. 
Withdrawals to be deducted from 
latest deposits. 

“C—lInterest to be compounded 
semi-annually. Deposits to draw in- 
terest from first of each month on all 
sums on deposit for at least one calen- 
dar month preceding interest date. 
Year to be divided into four quarters. 
On withdrawals, interest to cease on 
first day of quarter in which with- 
drawal is made. Withdrawals to be 
deducted from latest deposit. 

‘“D—Interest to be compounded 
semi-annually. Deposits to draw in- 
terest from the first of each month, on 
all sums on deposit for at least one 
calendar month preceding interest date. 
Deposits made after the first of each 
month to draw interest from the first 
of the following month. No interest 
to be allowed on withdrawals between 
interest periods. Withdrawals to be 
deducted from latest deposits.” 


NEXT YEAR’S OFFICERS 


At the close of the meeting, the fol- 
lowing officers were elected, to serve 
for the ensuing year: President, Taylor 
R. Durham, vice-president, Chattanooga 
Savings Bank and Trust Company, 
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Chattanooga, Tenn.; vice-president, 
Austin McLanahan, president, Savings 
Bank of Baltimore, Baltimore; and as 
members of the executive committee; 
Col. J. C. Person, president, American 
Traders National Bank, Birmingham, 
Ala.; Jay Morrison, vice-president, 
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Washington Mutual Savings Bank of 
Seattle, Seattle; Myron F. Converse, 
president, Worcester Five Cent Sav- 
ings Bank, Worcester, Mass.; and 
Howard Whipple, executive vice-presi- 
dent, United Security Bank and Trust 
Company, San Francisco. 


STATE SECRETARIES SECTION MEETING 


(Continued from page 793) 


Brown’s committee, saved them hun- 
dreds of thousands of dollars, “‘and as 
a result, banks have beer strengthened, 
stockholders have received better re- 
turns on the money they have invested, 
and customers have been made to 
realize the obligations which they owe 
to their financial institutions. We 
urge that this work be continued,” 
concluded the report, “feeling sure that 
the results obtained will more than 
justify the time and energy which the 
secretaries put forth.” 

THE BIG 


LEAK IN COUNTRY BANKS 


Following this report, George Susens, 
new secretary of the Minnesota Bank- 
ers Association, offered the startling 
information that, in analyzing the op- 
erating costs of one of his members, 
he discovered that a heavier interest 
charge was being paid on demand 


than on time deposits. He checked 
this with some other banks and found 
the same condition general. 

Then he set about to find out where 
the leak came in. And he found it in 
the float. Large checks had been de- 
posited, and were being deposited 
regularly, for which immediate credit 
was given to depositors, but for which 
credit was not actually received until 
three days later. Promptly upon dis- 
covery of this, a charge was- imposed 
for the collection of large checks on 
distant points, based on the Federal 
Reserve time transit scale. The in- 
come received from this source, for 
one bank, now amounts to almost 
$300 a month. 


This charge, said Mr. Susens, “is 
one of the things you can most easily 
explain to your customers, and I am 
surprised that the banks generally have 
not been adopting it. It is one of the 
things that you will have to put in, in 
order to equalize the cost to every- 
body in the bank. It is a fair charge; 
it is a reasonable charge; and the cus- 
tomer readily accepts it.” 


BANK BANDITRY BIG INDUSTRY 


By far the most interesting, dramatic, 
and exciting address of the day was 
on “Bank Banditry,” by Eugene P. 
Gum, secretary of the Oklahoma Bank- 
ers Association. “It is all right to 
make money with the service charge 
and in other ways,” he said, “but we 
have got to keep it after we get it, if 
we can. 

“Bank banditry probably incorpor- 

ates one of the major crimes that are 
sweeping over the country today. 
We don’t pay much attention to it. 
Every fellow looks at it as the other 
man’s job. As a result, in the first 
eight years after the war, there were 
86,000 homicides in America, and that 
was 30,000 more Americans than died 
in battle in the World War. 

“There are 200,000 men in our jails 
today. That is three times as many 
citizens as 5,500,000 foreigners were 
able to capture from America during 
the World War. 

“Counting all the avenues of ex 
pense of crime in peace officers, alms 
houses, penitentiaries, bureaus of iden: 
tification, and thousands of other 











things, crime has cost the American 
people more than the United States 
Government, estimated between five 
and six billion dollars annually. 


PREVENTIVES AND THE OKLAHOMA PLAN 


“There are some ways that we might 
help to prevent this thing, though we 
may never be able to stop it entirely. 
We can pass more stringent laws, and 
we are now about to arrive at our 
legislative period in most of our states 
where this thing ought to receive some 
attention. 

“The banks can do something them- 
selves by keeping less money in sight 
where the robbers can get hold of it, 
or by putting in modern electric bur- 
glar alarms where there is some chance 
of notifying the public and capturing 
the robbers.” 

Oklahoma has worked out what 
seems to them an excellent plan of 
this type. Let Mr. Gum describe it 
in his own words: 

“A robber will do one of two things 
when he comes into your bank. He 
will either put you into the vault right 
away and then proceed to pick up the 
money, go through the cash drawer, 
sack it, get in his car and buzz away, 
or he will do the other thing—he will 
stand you up along the wall or make 
you lie down on the floor, and then 
proceed to pick up your money, ask 
you where the rest of it is, and just 
before he leaves he will put you in 
the vault and run out and jump in 
his car and drive away. 

“We have adopted the plan of put- 
ting an up-to-date electric burglar 
alarm in every bank in Oklahoma. We 
have that burglar alarm so arranged 
that the guards which have been ap- 
pointed, operating and working in con- 
junction with this alarm, can have in- 
stantaneous notice that the bank is be- 
ing robbed, and that notice is conveyed 
‘o them, not after the robber gets 
through the job, but just about the 
time he has started. 

“This is done by wiring the vault 
with a concealed switch, and so wiring 
the money till that when the robber 
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starts to take the money out of the 
last section of the till, the bells auto- 
matically commence to ring. These 
bells are located in four stations (stores, 
garages, offices) not more than 150 
feet from the front door of the bank. 
That gives the guards in these places 
a chance to get their guns and be ready 
for the bandit when he comes out of 
the bank.” 

This system, says Mr. Gum, will 
work, even under the most unfavor- 
able conditions. It costs the banker, 
when completed, about $100. Most of 
the systems are the “closed circuit” 
variety, because then if the robber cuts 
the wire, it rings the bells, just as if 
the money were taken out of the trays. 
It cannot be put out of business with- 
out giving the alarm. Mr. Gum said 
he had sold this system to seventy-nine 
out of the eighty banks to which he 
showed it, and the other is still con- 
sidering the purchase. 


WHAT IT IS GOOD FOR 


“We are very hopeful,” said Mr. 
Gum, “that we will wire every bank 
in the state within twelve or fourteen 
months. 

“Our idea then is that we will be 
able to make a blue print of every one 
of these systems, showing the location 
of the guards, the names of the guards, 
the kinds of guns and ammunition in 
their hands, the positions of the firing 
line and the shooting positions to the 
door of the bank, an affidavit from the 
banker that these facts are true, and 
then we can put these maps in a loose 
leaf binder. 

“I hope,” he concluded, “to take the 
binder to the representatives of the big 
insurance companies when we _ get 
through, and ask them to give Okla- 
homa a bank robbery rate that we are 
entitled to after having sewed up the 
situation so that the robber can’t get 
away with the money.” 


TAKING THE MYSTERY OUT OF BANKING 


C. F. Zimmerman, secretary of the 
Pennsylvania Bankers Association, spoke 
to the section on the work being done 
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in “Public Banking Education,” telling 
what has been done and what still re- 
mains to be done. 

“Seven years ago,” he began, “the 
American Bankers Association origi- 
nated the public education movement, 
intended to take the mystery out of 
banking for those who are uninformed 
regarding the business of the bank, and 
who also may have had mistaken ideas 
concerning the means whereby their 
own economic progress may best be 
promoted. 

“During the intervening time since 
this movement started, bankers in every 
section of our country have been using 
the educational talks prepared for this 
work, as a basis for addresses delivered 
by them to many thousands of school 
children and to service clubs and other 
civic organizations. As is well known, 
these educational talks interpret in a 
manner easily understood those simple 
principles of action and habit which 
have so much to do with the con- 
tinued well-being of the individual. 

“It has now been decided to broaden 
our program in Pennsylvania, by adapt- 
ing the American Bankers Association 
series of high school talks to publica- 
tion in booklet form, so that as in the 
case of talks to eighth grade pupils, the 
high school series may be placed 
primarily in the hands of teachers in 
commercial departments and in civics. 

“As a result of investigating other 
means whereby the message of personal 
thrift habits can be interpreted to the 
public, our committee is convinced 
that bankers should use every available 
means of having it known that the 
basis for credit at the bank is none 
other than the proper management of 
one’s personal income—that the story 
told by the savings bank pass book 
showing the depositor to be careful 
and systematic (and therefore trust- 
worthy) is one of the very best means 
anyone may have for obtaining needed 
business credit accommodations at the 
bank.” 

To this end the committee on public 
education has decided to issue in folder 
form a dialogue between a young wage 
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earner and his banker friend, in which 
the young man tells the story of his 
own mistaken judgment on the money 
question. Every bank in Pennsylvania 
will have the opportunity of distribut- 
ing this folder as it desires, it to bear 
the cost of doing so. 

Finally, “the committee on public 
education in Pennsylvania believes that 
bankers should not weaken in their 
efforts to establish proper economic 
standards as an offset to the ‘easy pay- 
ment plan.’ No one can fathom the 
extent and intensity of domestic un- 
happiness where the family income 
must be paid out for ‘gimcracks’ 
(bought on the instalment plan and 
oftentimes worn out by the time they 
are paid for) instead of being hus 
banded for the sake of the many things 
of permanent value needed in every 
household, or eventually to be required 
by the members of the family. With 
many wage earners, the self-imposed 
burdens resting on the contents of the 
pay envelope succeed in wiping out 
the amount long before it is received. 

“Without question, therefore, the 
banker is in position to render a real 
service through his interest in the work 
of public education not only by direct- 
ing attention to serious economic fal- 
lacies prevalent in our day, but also by 
duly stressing the larger returns which 
come to those who, in addition to their 
habits of thrift, are learning to make 
good use of all the facilities of the 
bank.” 


OFFICERS FOR NEXT YEAR 


At the close of the meeting, the fol- 
lowing officers were elected to serve 
for the ensuing year: President, Frank 
Warner, secretary Iowa Bankers As’ 
sociation; first vice-president, M. A. 
Graettinger, secretary Illinois Bankers 
Association; second vice-president, H. 


G. Huddleston, secretary Tennessee 
Bankers Association; and the following 
additional members of the board of 
control: W. A. Philpott, Jr., secretary 
of the Texas Bankers Association; and 
Henry S. Johnson, secretary of the 
South Carolina Bankers Association. 
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THE CONVENTION RESOLUTIONS 


(Continued from page 796) 


“We respectfully suggest that bank 
depositors who have funds for invest- 
ment co-operate with their bankers to 
the end that nothing unsound shall be 
allowed to develop that might result in 
the disturbance of the healthy business 
conditions upon which we must all de- 
pend for our comfort and happiness.” 


FOR CHANGE OF POSTAL REGULATIONS 


The State Secretaries Section passed 
a resolution designed to focus attention 
on an evil in the postal regulations 
which has been making trouble for some 
banks. It read: 

“Resolved, that the incoming presi- 
dent of the section bring to the attention 
of the administrative committee of the 
American Bankers Association the dis- 
crimination against banks that results 
from the operation of Section 1043 of 
the Postal Laws and Regulations of 
1924, which provides that ‘when there 
is reason to believe that registered mail 
contains large sums of money or securi- 
ties which could not be delivered by 
carrier without unusual risk, the ad- 
dressee shall be requested to call for it 
at the post office,” and that we respect- 
fully request the said administrative 
committee to use its influence to bring 
about the recision of this section.” 


MORE EQUITABLE TAXATION 


Inasmuch as the resolutions by the 
general sessions of the convention on 
taxation of banks and the service charge 
are fairly representative of similar re- 
solutions passed by the divisions, only 
the former’s resolutions are quoted in 
full. On taxation, one whole resolution 
was devoted to the capital gains tax, 
thus: 

“The United States of America is the 
only country in the world that levies 
a capital gains tax. We believe such a 
tax in peace times to be uneconomic and 
unsound in principle and in practice, 
and tending to check the wheels of 
progress. The imposition of such a tax 
is doubtless one of the factors in the 
speculative situation in the stock market, 


as many persons who have large paper 
profits hesitate to liquidate now in view 
of the large tax they would have to 
pay; and this situation alone appears 
to be a good argument in favor of the 
repeal of such a tax. Great Britain 
treats capital gains as an increment to 
capital, and it is recommended that the 
United States pursue the same policy.” 


STATE TAXATION OF BANKS 


“There are now pending before the 
Congress of the United States various 
bills to amend that portion of Section 
5219 of the Revised Statutes of the 
United States which authorizes taxation 
by the states of the stockholders of 
national banks, the effect of which 
amendments would undo the long estab- 
lished underlying principle embodied in 
that section, which the United States 
Supreme Court has stated was designed 
to render it impossible for states to 
discriminate against national banks in 
taxation. 

“We deem it vital to the banking 
system of the United States that the 
integrity of the established principle of 
Section 5219 for the protection of na- 
tional banks against discriminatory tax- 
aticn by states be firmly maintained, as 
the principle embodied therein operates 
also in a large measure for the protec- 
tion of the stockholders of state banks. 

“Therefore, we recommend that this 
association reaffirm the resolution adopt- 
ed in 1927 at its annual convention at 
Houston, Texas, and declare its opposi- 


‘tion to any amendments to Section 5219 


which tend to infringe upon the integ: 
rity of the protective principle thereof 
and direct its special committee on taxa- 
tion to carry out the purpose of this 
resolution.” 


UNSOUND PRACTICES—AND THE SERVICE 
CHARGE 


“Due to the strong competition which 
has arisen throughout the country be- 


tween banking institutions, unsound 
practices have developed which tend to 
lower the high standard of our banking 
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practice. We have in mind especially 
the rendering of various classes of ser’ 
vice without proper compensation, and 
paying high rates for money left on 
deposit.” 


ON THE AGRICULTURAL PROBLEM 


Going over the resolutions not already 
quoted, we find the substance of all of 
them—national bank circulation, Fed- 
eral Reserve membership, co-operation, 
better banking, an international bankers’ 
association—incorporated elsewhere in 
the reports of the various meetings. 

But there is one resolution on a sub- 
ject so much in the public eye (and so 
important to the future welfare of the 
country) that it has been deemed worthy 
of the added emphasis which quotation 
will give. The subject is the farm prob- 
lem, and the resolution adopted follows: 

“We view with satisfaction the fact 
that within the present year the prices 
of most farm products have recovered 
more nearly to their pre-war relation to 
the prices of the products of other’ in- 
dustries than has been the case in any 
other year since the war. We believe 
that this represents a national readjust- 


MODEL FINANCIAL 


banks, was a featured exhibit 
at the American Bankers Association 
convention The library was in the 
lobby of the Bellevue-Stratford Hotel, 
where it was accessible to all of the 
delegate-. 

The exhibit was arranged by the 
financial division of the Special Libraries 
Association, representing sixty bank 
libraries in the United States. It was 
designed to assist bankers in obtaining 
the latest and most authoritative finan- 
cial information and included elaborate 
clipping files, lists of foreign publications 
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ment, due in part to a more intelligent 
control of agricultural production in re- 
lation to consumption demand, and in 
part to lower costs of production in 
other industries which are reducing the 
prices of goods which the farmers must 
buy. 

“We urge the co-operation of our 
members in the activities of our Agri- 
cultural Commission in the introduction 
of improved livestock and improved 
methods of production and marketing 
in their own localities. We believe that 
an important contribution to remedying 
the agricultural depression lies in the 
adoption of methods which will lower 
the unit costs of production, and believe 
that the agricultural colleges and experi- 
mental stations are successfully develop- 
ing the means by which they may be 
accomplished. 

“We believe also that agriculture suf- 
fers from the lack of a comprehensive 
national agricultural policy, due to the 
complexity of the subject, which has re- 
quired wide national discussion, and we 
urge upon Congress diligent, continued 
attention to the remedying of this situ 
ation.” 


LIBRARY AT A. B. A. 
CONVENTION 


MODEL financial library, spon- 
sored and financed by various 


published in English, bibliographical aids 
to Government publications on banking 
and finance, in addition to copies of a 
large number of books on banking sub- 
jects. 

Ethel Baxter, librarian of the Ameri- 
can Bankers Association and chairman 
of the committee of the financial group 
of the Special Librarians Association, 
had charge of the exhibit. She was as’ 
sisted by Emma Boyer, librarian of the 
Union Trust Company of Cleveland; 
Edna Casterline, librarian of the Mellon 
National Bank, Pittsburgh; and Florence 
Wagner, librarian of the Wall Street 
Journal. 
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THE ORIGIN OF THE BANK SERVICE 
DEPARTMENT 


Mary B. Reeves, author of Beyond the Counter ($1.90), writes from experience. For 
several years she was manager of the Industrial and School Savings Department of 
the Philadelphia Saving Fund Society, and also assisted in the formulating and 


supervising of bank advertising in the same institution. 


She is now vice-president of 


Fawcett & Ray, Inc., New York. 


lished in the Society for Savings in 

Cleveland, Ohio, what he termed 
“a home economics bureau.” It was 
not enough, according to Mr. Herrick’s 
way of thinking, that a savings bank 
receive its customers* deposits and pay 
them interest thereon; it should also 
help them to save by showing them 
more economical ways of living. 

The department was devoted almost 
entirely to budget service. 

The idea did not spread rapidly. 
One or two eastern banks took it up, 
and later a few more, but in 1922, 
four years after Mr. Herrick’s theory 
had been put into practice in Cleve- 
land, there were no more than two 
dozen banks with such departments. 

In that year, however, the subject 
received considerable attention at a 
convention of savings banks in Atlantic 
City and it was discovered that the 
original idea had undergone almost a 
complete metamorphosis. Only a few 
of the departments operating had re- 
mained true to the original conception 
of a home economics bureau. The 
others were operating in the manner 
best suited to their respective commu- 
nities—with the one similarity that 
they were all attempting to bridge the 
distance between the bank and the 
community through personal contact. 


I 1918, Myron T. Herrick estab- 


Such was the inauspicious beginning 
of “beyond the counter” service as it 
is told in Beyond the Counter, a book 
on bank service, intended especially 
for savings institutions. 

This service, which has now become 
practically a necessity for modern sav- 
ings institutions, is divided by the 
author into two broad fields—the serv- 
ice inside the bank, which includes an- 
swers to questions on income manage- 
ment, information on community re- 
sources, advice on investments, and 
preparation of all printed advertising 
and publicity material; and that out- 
side the bank, which takes in school 
savings, industrial savings and savings 
clubs. 

To each of these various forms of 
“beyond the counter” service, the 
author devotes a chapter of the volume. 
Each chapter takes up in a simple and 
concise fashion the methods in which 
the service is carried on, with sugges- 
tions for its improvement. Advertising 
receives two chapters—the first de- 
voted to “How Banks Advertise” and 
the second to planned advertising. In 
connection with the latter the author 
gives statements from several well 
known bankers on the value of adver- 
tising. 

Beyond the Counter may be ordered 
from The Bankers Publishing Company. 
Its price is $1.90. 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


REAL EstaTE FINANCING. By North, 
Van Buren and Smith. New York: 
Prentice-Hall. $6.15. 


A PRACTICAL handbook which covers 
the entire field of real estate financing, 
including the legal, operative and tech- 
nical phases of the subject. It dis- 
cusses actual sources of financing and 
outlines the methods of procedure. It 
shows how real estate can be financed 
through any one of the several kinds 
of indirect and guaranteed first mort- 
gages; and through the many classes of 
junior liens or second mortgages, land 
contracts, land trusts, and leaseholds. 
It explains how mortgage companies 
are placing more and more _ second 
mortgages; how mortgage brokers and 
agents can maintain a record of “no 
loss to any purchaser” and not guar- 
antee the payment of principle or in- 
terest. 

The book is valuable as a ready ref- 
erence guide to the realtor, real estate 
broker, investor, lawyer, banker, title 
company, savings bank executive, etc. 
Lending institutions, private lenders 
and fiduciaries will also find it useful. 

The authors are well versed in the 
subject. Nelson L. North is a member 
of the Bar; assistant professor of real 
estate at New York University; and a 
lecturer on real estate, American In- 
stitute of Banking. DeWitt Van Buren 
is a member of the Bar; lecturer on 
real estate at New York University; 
manager, maintenance of plant and 
records, Title Guaranty and Trust 
Company, Brooklyn, N. Y. C. Elliott 
Smith is a member of the faculty, De- 
partment of Commerce and Finance, 
New York University. 


BRANCH BANKING IN THE UNITED 
States. By S. D. Southworth. New 
York: McGraw-Hill. $3.15. 

A History of branch banking as it has 

existed in the United States from the 

incorporation of the first Bank of the 

United States in 1791 up to the pass- 

age of the McFadden Act in 1927, 
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with emphasis on the situation in Cali- 
fornia. 

The book is divided into four dis 
tinct parts. The first deals with the 
history of branch banking in this coun- 
try, both in the state and national 
banking systems. “Branch Banking in 
California” is the title of the second 
part of the volume. Here are consid- 
ered the early period of branch bank- 
ing in that state; branch banking legis- 
lation, and the growth of branch bank- 
ing because of it; the controversy in 
the state on the subject; the basis of 
national interest; and the characteris 
tics of branch banking in California. 

Part 3 takes up typical branch bank- 
ing development in selected states, 
among which are Michigan, New 
York, Massachusetts and North Caro- 
lina. One chapter is devoted to each 
state. 

The national situation up to and at 
the time of the passage of the Mc- 
Fadden Act makes up Part 4. Here 
also is a chapter dealing with branch 
banking in other countries—Scotland, 
England, France and Canada. 

The text of the McFadden Act is 
included in the appendix. 


NEW BOOKS 


ACCOUNTING METHOD. By C. Rufus 
Rorem. Chicago: University of Chi- 
cago Press. $4.65 


THis ADVERTISING BusINEss. By Roy 
Sarles Durstine. New York: Scrib- 
ner. $3.15. 


THE Economic, FINANCIAL AND Po 
LITICAL STATE OF GERMANY SINCE 
THE War. By Dr. Peter P. Rein 
hold. New Haven: Yale. $2.15. 


THE Economic PRoBLEMS OF EUROPE, | 
Pre-WaR AND AFTER. By Morgan © 
Philips Price. New York: Mac 
millan. $3.65. 


INVESTMENT TRUSTS IN AMERICA. By 
Marshall H. Williams. New York: 
Macmillan. $1.65. 





